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PREFACE 


This book is the work of a research student rather than of one 
actively working in the cooperative movement. Having studied 
the theory of cooperation since 1928, I believe that this detach- 
ment should be a benefit rather than a drawback. The attempt 
here is to set forth objectively, through readings and references, 
the best writings about the various types of cooperatives, in order 
to produce a scientific collection of writings for those who wish to 
know more about the cooperative movement. 

The social scientist exposes both sides of the question he is 
studying, seeking to understand both its strength and its weakness. 
I have not hesitated to present both sides of controversial ques- 
tions, such as whether or not cooperation is utopian, socialistic, com- 
munistic, or economic in character; whether or not it is evolu- 
tionary or revolutionary in type; whether cooperative medicine 
and consumers’ hospitals are merely insurance schemes or con- 
stitute the socialization of medicine or whether building and loan 
societies as well as commercial mutual insurance companies are 
really cooperative in nature or not. 

The sources appended at the end of each division, with the 
exception of the producers’ cooperative movement, are not com- 
plete. The references usually suggest a particular chapter that 
lends a shade of interpretation not contained in the reading actu- 
ally quoted. These references are often as informative and im- 
portant as the quoted works but space limitations did not allow 
.further development. 

It is not possible to thank adequately the many people who 
have so generously helped to make this collection possible. 
Thanks are due Charles A. O’Neill, S.J., Chairman of the De- 
partment of Economics and Sociology, College of Arts and 
Sciences, Georgetown University, an authority on cooperation, 
who has reviewed the entire manuscript. Thanks are due also to 
Walter J. O’Connor and Josef Solterer for timely advice and 
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unflagging assistance, to the many publishers who have so kindly 
released their publications for quotation, and to the cooperative 
officials, at home and abroad. I am individually indebted to every 
officer and administrator of The Cooperative League of the 
U.S.A., and to the technical advisor of the publisher. 

Andrew J. Kress 

Washington, D. C. 

September 9, 1940 



Part I 


THE CONSUMERS COOPERATIVE MOVEMENT 
AND SOME OF ITS MORE 
MODERN PHASES 




CHAPTER I 


THE FIRST COOPERATIVE MOVEMENT- 
UTOPIAN AND POLITICAL 


Robert Owen, Social Reformer'’ 

I have never advocated the possibility of creating a 
physical and mental equality among the human race, 
knowing well that it is from our physical and mental va- 
rieties that the very essence of knowledge, wisdom, and 
happiness, or rational enjoyment is to arise. The equality 
which belongs to the new, true, and rational system of 
human existence is an equality of conditions or of sur- 
roundings which shall give to each, according to natural 
organization, an equal physical, intellectual, moral, spir- 
itual, and practical treatment, training, education, position, 
employment according to age, and share in local and gen- 
eral government, when governing rationally shall be un- 
derstood and applied to practice. — ^“Life of Robert Owen,” 
by Himself, p. iii. 

Robert Owen is a figure of great significance in the social history 
of the nineteenth century. It is easy to show the limitations of his 
educational theories} it is child’s play to explode his particular 
form of Socialism} and it is not difficult to demonstrate that his 
style was ponderous and he himself something of a bore. Yet, 
when all these admissions have been made, “whatever his mis- 
takes, Owen was a pathfinder.” (Helene Simon) 

The Industrial Revolution was ignored by some contemporary 
thinkers, and was a hopeless puzzle, a dark enigma, to others. 
It is Owen’s glory that while still young, with little education, and 
all the cares of business and commercial responsibility on his 
shoulders, he saw his way to the solution of some of the most 

^Quoted, with permission, from Robert O^en^ Tract No. i66, B. L. Hutchins, 
The Fabian Society, London, 1912, third reprint, 1928, pages 2-24. 

3 



4 INTRODUCTION TO THE COOPERATIVE MOVEMENT 

pressing social difficulties and anomalies, and put his ideas in prac- 
tice in his own factory and schools with astonishing success. There 
are personalities, such as William Morris, or even Lord Shaftes- 
bury, who in their different ways are more attractive, more affect- 
ting, more sympathetic, but the remarkable fact about Owen is 
that his ideas on social legislation were at once original and prac- 
tical. Our factory legislation is still based upon his suggestions 
more than upon those of any other manj and if the unspeakable ■ 
horrors of child labor under the early factory system have been 
mitigated, and the disgrace of England in this matter to a large 
extent removed, it should not be forgotten that Robert Owen 
showed the way. 

. . . In 1798 or 1799 (the dates are somewhat confused in the 
Autobiography) Owen found himself at twenty-eight manager 
and part proprietor of the New Lanark Mills and a married man. 

AT NEW LANARK 

This event forms the turning point in Owen’s career. His ex- 
traordinarily rapid success in winning an assured position at an 
early age was no doubt due in part only to his own ability, since 
some part of it can be accounted for by the peculiar circumstances 
of the time, the introduction and development of steam power and 
machinery having made it possible to obtain profits on a startling 
scale. . . . He had associated with Dr. Percival in Manchester, 
and had heard of the diseases and other terrible evils that were 
caused by the herding of pauper apprentices in insanitary dens in 
the neighborhood of the mills. In some of the mills, especially 
those in secluded valleys removed from any check of public 
opinion, little children were made to work night and day in 
heated rooms, uncleansed and unventilated, with little or no pro- 
vision for teaching, care, or education. In the worst cases there 
were cruel beatings and other brutal punishments, and in most, 
probably, little thought for means of safeguard against and pre- 
vention of terrible accidents from machinery. 

. . . Five hundred children were employed, who had been 
taken from poorhouses, chiefly from Edinburgh, and these chil- 
dren were mostly between the ages of five and eight years old. 
The reason such young children were taken was that Mr. Dale 
could not get them older. If he did not take them at this early 
age, they were not to be had at all. The hours of work were 
thirteen a day (sometimes more), including meal times, for 
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which intervals, amounting to an hour and a half in all, were 
allowed. Owen found that, in spite of the good food and rela- 
tively good care enjoyed by the children when out of the mills, 
the long hours of work had stunted their growth and in some 
cases deformed their limbs. Although a good teacher, according 
to the ideas of the time, had been engaged, the children made 
very slow progress even in learning the alphabet. These facts 
convinced Owen that the children were injured by being taken 
into the mills at so early an age and by being made to work 
for so many hours, and as soon as he could make other arrange- 
ments, he put an end to the system, discontinued the employment 
of pauper children, refused to engage any child under ten years 
old, and reduced the hours of work to twelve daily, of which one 
and a quarter were given to rest and meals. 

... It is, indeed, hardly credible that the schooling which was 
supposed to be given to the children after their seven o’clock 
supper till nine, could have been of much use after so many hours 
at work in the mill. Owen’s view was that “this kind of instruc- 
tion, when the strength of the children was exhausted, only tor- 
mented them, without doing any real good 5 for I found that none 
of them understood anything they attempted to read, and many of 
them fell asleep during the school hours.” 

Owen also did a great deal to improve the village houses and 
streets, and build new houses to receive new families to supply the 
place of the paupers, and to re-arrange the interior of the mills, 
and replace the old machinery by new. 

. . . Stores were opened to supply the people with food, 
clothing, milk, fuel, etc., at cost price. Previously the credit sys- 
tem prevailed, and all the retail shops could sell spirits. The 
quality of the goods was most inferior, and the charges high to 
cover risk. The result of this change saved the people twenty-five 
per cent, in their expenses, besides giving them the best, instead 
. of very inferior, articles. (There are risks in connection with shops 
run by employers for profit which are now well known, and have 
been the occasion of many Truck Actsj but in this case the profits 
of the* stores were not taken by Owen, but were used for the 
benefit of the workpeople themselves and for the upkeep of the 
schools, the scheme resembling a consumers’ cooperative store 
rather than a shop for private profit. Compare Report of Peel’s 
Committee, Robert Owen’s evidence, p. 22.) 
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A NEW VIEW OF SOCIETY 

Owen came before the world as an educational reformer in 
1813, when he published his “New View of Society: or, Essays on 
the Principle of the Formation of the Human Character.” Educa- 
tion in England, as most people know, was grossly neglected at 
this time, especially in regard to the children of the working class. 

... A building was erected at New Lanark, to be used exclu- ’ 
sively for school classes, lectures, music and recreation. There 
were two schoolrooms, one hung round with pictures of animals, 
shells, minerals, etc., and with large maps. Dancing and singing 
lessons were given, and the younger classes were taught reading, 
natural history, and geography. Both boys and girls were drilled, 
formed in divisions led by young drummers and fifers, and became 
very expert and perfect in their exercises. The children all wore 
white garments, given them by Owen, tunics for the boys, frocks 
for the girls, which were changed three times a week. 

Before the shortening of the hours of work, the average attend- 
ance at the evening schools was less than 100 a night j but aftei 
the reduction on January i, 1816, the attendance rose rapidly, and 
was 380 in January, 386 in February, and 396 in March. 

FACTORY CHILDREN 

In 1815 Owen called a meeting of Scottish manufacturers, to 
be held in the Tontine, Glasgow, to consider, first, the necessity 
and policy of asking the Government, then under Lord Liver- 
pool’s administration, to remit the heavy duty then paid on the 
importation of cotton j and, secondly, to consider measures to 
improve the condition of children and others employed in textile 
mills. . . . He urged those present not to forget the interests of 
those by whom their profits were made, and suggested a Factory 
Act. Not one person in the meeting would second the motion. 

. . . The legislative measure he suggested was to limit the 
hours of labor in factories to twelve per day, including one and a . 
half for meals j to prohibit employment of children under ten in 
factories} to require that employment of children from Jen to 
twelve should be for half time only} and that no children should 
be admitted to work in factories at all until they could read and 
write, understand elementary arithmetic, and, in the case of girls, 
sew and make their clothes. 

... It is interesting ... to recall that the institution of fac- 
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tory inspectors was not effected till 1833, the ten hours day did 
not become law till 1847, and the prohibition of work under ten 
years old did not come into force until the year 1 874. 

. . . Owen died in 1858. It might seem that his life was a 
failure, his immediate efforts having been sorely disappointed over 
the Factory Act of 1819, and his wonderful forecasts of universal 
peace and prosperity having been sadly falsified by events. But 
the real results of Owen’s work are to be seen in the long series 
of factory legislation, which, slowly, and imperfectly, it is true, 
has yet built up a system of protection for the worker, and in the 
efforts which, in the twentieth century, have at last achieved some 
beginnings of success for international regulation of labor. 

. . . The importance of Owen’s life and teaching does not lie 
in his social philosophy, which was crude and already somewhat 
out of date, but in the practical success of his experiments as a 
model employer, and in his flashes of social intuition, which made 
him see, as by inspiration, the needs of his time. . . . But the 
measure of recognition it has obtained, both at home and abroad, 
is a measure of the greatness of Robert Owen, the pathfinder of 
social legislation, who had a vision for the realities of modern 
industrial life when they were as yet dim, strange, and unknown 
to his contemporaries. No one has yet done so much as he did to 
show that man must be the master of the machine if he is not to 
be its slave. 

The First Sproutings® 

Of all that large throng of idealists who crowded about the 
dominating figure of Robert Owen in the early years of last cen- 
tury the great majority were of the upper classes. Deeply worried 
as they were over the miseries of the masses, they were not of the 
masses themselves. Later on strong personalities rose here and 
there out of the ranks of the workers and joined the devoted army, 
but for many years they represented nothing but themselves. 
‘Working-class organization did not appear till a much later date. 

Indeed, few of these theories and ideas could have inspired the 
rank and file of the workers with hope, for all the schemes advo- 
cated required vast sums of money for their practical realization. 
Like idealists of to-day, Owen and his followers spoke of millions. 

But there is ample evidence that Owen’s essential idea, coUec- 

^Quoted, with permission, from Comumet^s Cooperation^ by Albert Sonnichsen, 
The Macmillan Co., New York, 1919, pages 11-19. 
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tivism, did make an impression on the working people. Or, rather, 
it should be said that they, too, in their own way conceived that 
idea, for some of them had already begun their humble experi- 
ments before Owen had proclaimed himself. These trifling enter- 
prises, however, failed to attract Owen’s attention. Like the Social- 
ists of to-day, his indignation against the injustice he saw about 
him rendered him so impatient that he wanted to change the social 
order overnight, and humble beginnings only irritated him. 

Now it will be noted that all the proposed experiments of the 
idealists centered about production. In fact, nearly all involved 
communal ownership of land, the source of all wealth. And there 
is a certain logic about this conception: attempting to change the 
social order by obtaining control of original sources. At any rate, 
it was dear that the predominating thought was to get hold of 
the tools of industry: the machines. Therefore every scheme cen- 
tered at this point. As a theory that idea survives to this day among 
the political Socialists and, espedally, in the program of the 
Syndicalists. 

But aside from the trade-unions, which were purely defensive, 
therefore of no sodal significance from a constructive point of 
view, it is noteworthy that the earliest organizations of the workers 
took hold of the problem from the other end: distribution. Natu- 
rally, this was not the residt of any social philosophy they had 
^ conceived, but because this method followed the line of least 
resistance. 

Surrounded as they were by an environment of bitter hardness, 
they regarded the situation with a practical eye, uncolored by the 
rosy dreams of the Utopians. They felt the pressure from two 
sides. On the one hand was the employer, the manufacturer, who 
ever sought to lower their wages. On the other hand was the 
storekeeper, who sold them the necessities of life, ever tending to 
raise the prices of the goods he sold them. 

Against the employer they presented a purely defensive front: 
the trade-vmion. He was too powerful to attack. But the shop-' 
keeper seemed not so formidaible. To acquire collective control of 
the factory seemed hopeless. To acquire collective control, of the 
distributing station, the store, seemed well within the realm of 
practical realization. Once they grasped the idea of collective 
ownership they applied it there, to the store. Thus they organized 
iinto consumers’ societies and opened their own stores. 

According to William Maxwell, author of “The History of 
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Cooperation in Scotland/^ there were humble beginnings of this 
nature made before the close of the sixteenth century. The first 
one of which there is any record was initiated in a small village 
in Scotland^enwick, in 1769. It was the creation of a few poor 
weavers who saw in this associative effort nothing more than a 
means whereby they could expand the purchasing power of their 
scanty wages by a few pennies. Mr. Maxwell is able to present a 
copy of an entry in the minute book of the secretary, which prob- 
ably also served as the constitution of the society: 

^*^9^ November, 1769. 

^This present Day it is agreed upon by the members of this Society to 
take what money we have in our Box and buy what victwal may be 
thought Nessassar to sell for the benefit of our society. And the man- 
agers of our society may borrow what money They think Proper for that 
End and purpose. And when the interest is paid of what money yow 
borrow and the men received their wages for buying and selling thes 
Victwals we Deal in the Society will both reap the benefit and sustain 
the loss of them, and If any member of our society Pay not what Quan- 
tity of Victwals he receives at the end of four weeks If the managers 
require it of him. Neither him nor his shall have any more right to our 
societys Victwals If he be found buying Victwals from any other and 
leaving the trade in debt of the same according to the option of the 
society. 

Alexander Walles’ Wm. Hendry, his x mark 

John Wilson James Broun 

Andrew Orr, his x mark William Walker 

Robert Walker William Bunten 

John Burns Thos. Barr 

J. Gemmel, his x mark/’ 

An enterprise differing in nature, but based on the same co- 
operative principle, was launched in Hull, England, in 1795. The. 
harvest that year had been unusually bad and the price of wheat 
was higher than it had been for a generation back. Stirred up by 
these depressing conditions, the ^^poor inhabitants” of the city pre- 
sented a petition to the mayor, as follows: 

“We, the poor inhabitants of the said town, have lately experienced 
much trouble and sorrow in our selves and families on the occasion of 
an exhorbitant price of flour; that, though the price is much reduced at 
present, yet we judge it needful to take every precaution to preserve 
ourselves from the invasion of covetous and merciless men in the future. 
In consequence thereof, we have entered into a subscription, each sub- 
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scriber to pay is id per week, for four weeks, and 6d per week, for four 
weeks more, which is 6s 4d each, for the purpose of building a mill 
which is to be the subscribers’, their heirs, executors, administrators, or 
assigns forever, in order to supply them flour; but as we are conscious 
that this subscription will not be sufficient to bring about this purpose, 
we do hereby humbly beseech your Worship’s advice and assistance in 
this great undertaking, that not only we but our children yet unborn 
may have cause to bless you. 

Except that this latter undertaking sought and received outside 
aid, these two are each a representative type of a great number 
of cooperative enterprises found throughout Great Britain during 
Robert Owen’s period. That there might be in them the germs of 
a mighty economic mass movement of the future the idealists 
never suspected; they could not see in grinding flour or selling 
groceries a road to the social millennium. On the other hand, the 
members of these small working-class societies themselves seemed 
equally unconscious of any social mission. 

There was one man, however, whose vision penetrated clearly 
into the distant future. 

Dr. William Ring , like practically all of the social missionaries 
of his time, was not of the working classes himself. After having 
graduated from Oxford and Cambridge, he studied medicine and 
then began to practice at Brighton, where he soon rose to promi- 
nence within his profession and was elected a member of the Royal 
College of Physicians. He was one of the founders of a technical 
school in Brighton, where he and Ricardo, the famous economist, 
lectured from the same platform. Intensely interested in social 
problems, he studied industrial conditions, not so much at first- 
hand as Robert Owen, but as a theorist, like the scholar he was. 
At once those humble flour milling and store societies attracted 
his attention, and so impressed was he by their potential signifi- 
cance that he persuaded the students of the school he had founded 
to organize such a society in Brighton, in 1827, just when Owen 
was in the midst of his propaganda for communist colonies. 

In the following year Dr. King began to publish, at his private 
expense, a series of essays, in periodical form, on cooperation, 
wherein he expounded his conception of the means by which the 
working classes were to emancipate themselves from their indus- 
trial slavery. And, in marked contrast to the hundreds of other 
writers on the same general subject who were then expounding 
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their views, King addressed his remarks to the working classes 
themselves directly, in the second person plural. 

“This should be done,” he said, in effect, “to gain that end. Ani 
only you yourselves can do ii.” 

There is no evidence that the working classes ever read the lec- 
tures addressed to them by Dr. King. Twenty-eight numbers o£ 
the Brighton Cooferator were issued, and then their author and 
publisher suspended publication in despair. Or perhaps he felt 
he had delivered his message. Like many another prophet, he 
preached in the wilderness, and though England teemed with hun- 
dreds of intellectuals keenly interested in solving the great social 
problems, not one took the least notice of King’s essays. Holyoake, 
than whom there never was a more verbose writer, passes him over 
with a paragraph. 

Though King’s writings were inspirational, rather than scien- ' 
tific, in him the modern cooperative movement found its first; 
theorist, its first prophet. So clear was his insight into the future' 
that the subsequent development and progress of the cooperative ' 
movement has shown little deviation from the path he marked out 
for it, nearly a hundred years ago. So applicable are the principles 
he enunciated and the arguments he made to present-day coopera- 
tion that a summary of his program is worthy of presentation, 
not only on account of its historical value, but because of the clear 
conception it gives of the ideals that animate the more intelligent 
leaders of the modern movement. 

Until quite recently it may be said that not one cooperator had 
ever heard of King or his Cooferator, except through the one para- 
graph in Holyoake’s reminiscences. Then, some six or seven years 
ago. Dr. Hans Muller, secretary of the International Cooperative 
Alliance, himself a scholar and perhaps the foremost exponent of 
modern cooperation, while engaged in research in the library of 
the' British Museum came across a file of the old Brighton Co- 
oferator. The result was that he devoted a good half of the Inter- 
national Cooperative Alliance Yearbook for 1913 to an exposition 
of King’s writings. 

“There is no doubt,” comments Dr. Muller, “that King’s idea 
of cooperation was one of social reform. King does not regard co- 
operation merely as a means of imposing limits on or exterminat- 
ing the middleman, or augmenting the productive power of labor 
... he hopes by means of the cooperative society to transform 
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the structure of our economic life as a whole, and thus liberate labor 
from subjection to and dependence on capital. It is obvious from 
the point of view adopted by King that he looks upon the interest 
of capital and labor as being hostile the one to the other, though 
this view is not directly expressed in words. Without actually men- 
tioning the word capitalism it is plain to him that if the lines 
hitherto followed are stiU further pursued, it will result in adding 
ever-increasing members to the proletariat. He considers it essen- 
tial to depart from the economic system of the present day, which 
compels the impecunious worker to agree to work for an employer 
in order to gain bare subsistence. King considers cooperation the 
means to be adopted in the conquest of capitalism and its wage 
system. . . . The aim of cooperation is to enable the workman to 
work for himself and his fellow cooperators. ... A means to this 
end is the erection of stores from which members may purchase 
all provisions and other necessaries. Members will not, however, 
gain any immediate advantage by so doing, but it will provide a 
means for the building up of a collective capital, which they will 
at no very distant date be able to use in employing their own 
members. . . . According to King the main idea of cooperation 
is the acquisition of property, and this idea on his part separates 
him distinctly from Owen. He stands in marked contrast to the 
latter. Owen regarded a community, which is a kind of agricul- 
tural-industrial and educational society, as the only form of co- 
operation which would meet with success and for the establish- 
ment of which a large capital was necessary. King, on the other 
hand, wished to develop cooperation solely by turning to account 
the power and means which the worker already possessed.” 

Dr. Muller then quotes King as follows: 

“Cooperation being a subject quite new to the working classes, 
it is natural that they should be ignorant of it. If it has been heard 
of by them at all, it has been in such a way as to make it appear 
completely visionary. It has always been connected with the idea 
that in order to carry it into practice, large sums of money are 
absolutely necessary. (Obviously a reference to Owen’s schemes.) 
The smallest sum ever mentioned as sufficient for the purpose is 
£ 20 , 000 . From this the advocates have gradually risen up to as 
high as a million. .*. . A man wants nothing but his wages and 
an honest companion to begin. If they can find a third to join 
them, they may say ‘a threefold cord is not soon broken.’ They 
may subscribe weekly toward a common fund, they may market 
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for each other, they may buy large quantities of goods at once 
and so get an abatement of price — ^which abatement they may 
throw into a common stock.” 

Thus, it will be seen. King bases his philosophy on the power 
of the workers as consumers. 

“If a number of workmen were to join together,” he continues, 
“on these principles, their capital would be greater and they might 
do great things. They might have a store of their own where they 
might deal in anything they wanted. Their store would enter into 
competition with other stores in serving the public. As the busi- 
ness increased, the profits and capital would increase. As the 
capital increased it would employ the members of the society, in 
any way which might be deemed most advantageous. If there was 
a profitable demand in the public for any particular commodity, 
the members might manufacture it. If the profits of manufacture 
were not high enough to make it worth producing them, the mem- 
bers might easily raise their own food by hiring or purchasing 
land, and becoming, part of them, agriculturalists instead of 
manufacturers.” 


The Spirit of Association® 

It was well for the ultimate success of the Cooperative move- 
ment that the great majority of intelligent working-men, grimly 
intent on escaping from out of the house of bondage into the free 
wilderness of political democracy, concerned themselves little with 
beatific visions of the promised land of their inheritance. To a 
people weighed with taxes, bound hand and foot by laws against 
free combination and free emigration, chained to the ground by 
the law of settlement, a scientific theory of consumption, an equi- 
table distribution of wealth, or a communal ownership of land and 
capital, seemed somewhat remote and unattainable objects. The 
sound instinct of the English people was rudely but effectively 
expressed by a Wigan weaver, present at a meeting of gentry held 
•in the hall of that rotten borough under the chairmanship of the 
borough owner, to consult about the distribution of wealth in the 
form of soup to starving operatives: “We do not want your soup; 
give us our rights, and we shall eat roast beef.” 

The reformers led by Cartwright, Cobbett, Place, and Burdett, 
were moved, equally with Robert Owen, to vigorous exertion by 

® Quoted, with permission, from The Cooferative Movement^ by Beatrice Potter 
(Webb), Swan Sonnenschein k Co,, London, 1891, pages 32-51. 
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the sight of the intolerable suffering and degradation of the whole 
people. “England now contains,” writes Cobbett in 1820, “the 
most miserable people that ever trod the earth. It is the seat of 
greater human suffering, of more pain of body and mind than was 
ever before heard of in the whole world.” But with the practical 
sense of an Englishman, Cobbett and his fellow-workers deliber- 
ately shut their eyes to the economic causes of the people’s distress 
— causes over which working-men, in their present political and 
social servitude, had no control} and concentrated their whole en- 
ergy on Parliamentary reform. 

... To William Cobbett, elaborate plans for the elimination 
of profits, and the absorption by the community of rent and inter- 
est, seemed futile and fanciful philanthropy in face of the great 
proletariat, who had lost the right of voting taxes (that theoret- 
ically inalienable right of every Englishman), who were denied 
the right of public meeting and free speech, in whom combination 
to raise wages was a criminal offence, and to whom associations for 
trading and manufacturing purposes were rendered impracticable. 
Factory Acts, Public Health Acts, Education Acts, Adulteration 
Acts — ^if needful, a new system of society — “these and all other 
good things,” cried the people’s tribune, “must be done by a Re- 
formed Parliament — ^we must have that first, or we shall have 
nothing good} and any man who would beforehand take up your 
time with the detail of what a Reformed Parliament ought to do 
in this respect, or with respect to any change in the form of Gov- 
ernment, can have no other object than that of defeating the cause 
of Reform.” 

. . . Cobbett understood the mind of the English Democracy, 
and recognized growth as an essential element of social reforma- 
tion. The Cooperative organization of industry had to be lifted 
from off its high place in the minds of philosophers, on the book- 
shelves of kings and cabinet ministers, on the tables of great ladies 
— ^this self-consciously perfect new system of society had to be 
transformed into a mere matter of detail, to be worked out amid 
the plodding uniformity of common life, slowly and unconsciously, 
in back streets and crowded cities, by the average sensual man 
under the blind eye of that great English fetish, the immortal, in- 
fallible, unchangesftde law and principle of the British Consti- 
tution. 

It is important to realize that the successful working out of the 
democratic idea — ^the dogma that no man should be taxed without 



THE FIRST COOPERATIVE MOVEMENT 1 5 

the consent of his representative — ^involves the acceptance of those 
principles essential to representative self-government in all its 
forms and the presence of those qualities which alone can insure its 
success. In the first instance, the community must agree to abide 
loyally by the decisions of the majority} without this initial self- 
subordination no democratic society is possible. Further, the com- 
munity must be sagacious in the choice of representatives} the 
whole body of the members must exercise a constant watchfulness 
over the administration of their affairs, combining this watchful- 
ness with trust and generosity towards officials. And, lastly, there 
must exist within the community men fitted by energy, enthusiasm 
and integrity for public service. 

. . . And it is a significant fact that Lancashire, the birthplace 
of the Cooperative movement, the stronghold of Trades Unions 
and Benefit Societies, the foremost county in municipal enterprise, 
earned for itself, in the i8th century, the unenviable reputation 
of being the land of chapels, Sunday-school teachers, and hetero- 
dox ministers — a prevalence of religious disorder attributed, by 
ecclesiastical authority, to the innate “cussedness” of Lancashire 
folk, “who loved to manage their own affairs in their own way.” 

But if the social isolation and economic self-sufficiency of the 
family in the i8th century proved barren of associative effort, 
except among dissenting congregations, the industrial revolution, 
sweeping over the staple industries of the kingdom, levelled all 
barriers and opened out channels of communication to the demo- 
cratic organization of labour. The massing of men under the fac- 
tory system, the marshalling of the whole army of workers under 
one code and one discipline, the common stigma attached to the 
wage-earning class as “dregs,” “scum,” “mob,” “swinish multi- 
tude,” the legal emancipation of the employers and their dis- 
avowal of any moral responsibility for the condition of their 
workpeople, together with the infamous laws against the free com- 
bination, emigration and settlement of the workers — ^all these cir- 
cumstances lent the opportunity and supplied the stimulus to the 
formation and development of political, trade union and coopera- 
tive association. In these troubled and excited times of State trials, 
sedition bills, suspension of the Habeas Corpus Act, of secret com- 
mittees of both Houses on the state of the country, while Owen 
was declaiming on his new system of society to aristocratic audi- 
ences, and Cobbett orating to the journeymen and labourers of 
England, Wales, Scotland and Ireland on the cause of their pres- 
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ent miseries — ^in these dark days, when everything tended, accord- 
ing to Lord Brougham, to the complete separation of the higher 
and lower orders, leading inevitably to anarchy and despotism, a 
new spirit of fellowship was springing up throughout the length 
and breadth of the land, leavening the common lump of men, and 
initiating an intellectual and moral fermentation, which discov- 
ered itself in diverse and manifold forms. Here the spirit of asso- 
ciation clothed itself in Hampden Clubs, Spencean Societies, and 
militant Trade Unions, covering risks and enlightening proceed- 
ings with oaths and symbols worthy of the repression and super- 
stition of the middle agesj now this same spirit disguised itself in 
the respectable garb of Sunday school classes, mutual improve- 
ment clubs and benefit societies, or here and again it adopted the 
mild industrial type of the early corn-milling and baking societies, 
of the General Redemption Societies and the Union Shops. As 
students of the Cooperative movement, it is with these last, and 
at that period, least important manifestations of the spirit of asso- 
ciation, that we are directly concerned. But we should miss the 
national significance of the Cooperative movement, the spiritual 
meaning of the future grocer’s shop, if we failed to realize that all 
these manifold forms of democratic association, with their various 
ways and difFerent methods, had one aim and one motive — ^the 
same aim and the same motive, curiously enough, described as the 
cause of the mediaeval communes: the desire on the part of a 
majority to regulate and to limit the exploitation of their labour 
by a powerful and skilled minority. 

The Cooperators, inspired by Robert Owen, added to this self- 
assertive instinct of an oppressed but energetic people a high ideal 
of communal life, a tenderness for vested rights, a conception of 
social service and social welfare wide enough to include honest 
citizens of all ranks. Nevertheless, whether we examine into the 
petty attempts and unnoticed failure of the early Cooperators, or 
whether we watch the great sustained effort of the modern Co- 
operative movement, it will be borne in upon us that Cooperators 
have succeeded or have failed exactly in so far as they have ac- 
cepted or denied the principles, possessed or lacked the qualities, 
essential to all forms of democratic self-government. 

A detailed account of the early working-men’s associations for 
trading and manufacturing purposes has been given by Mr. Ben- 
jamin Jones (manager of the London Branch of the Cooperative 
Wholesale) in a series of admirable papers, entitled “Short Studies 



THE FIRST COOPERATIVE MOVEMENT 1 7 

of Cooperative Production,” published in the Cooferative News 
of last year. These papers consist largely of well-selected extracts 
from contemporary MSS. or printed records, supplemented by the 
personal knowledge of the writer and his fellow-cooperators of 
the traditional history of those societies which have survived for 
the better part of a century. 

. . . First, let me remind the reader that there are two recog- 
nized forms of Cooperative Association — associations of consumers 
intent on securing low price and good quality in articles of com- 
mon use by eliminating the profit of the trader and manufacturer, 
and associations of producers anxious to obtain the full value of 
their labour by absorbing the profit of the employer. 

... In the course of my narrative the reader will perceive 
that the real distinction between an association of consumers and 
an association of producers is not a matter of “distribution” or 
“production,” but resolves itself into a question of administration} 
it rests on two opposing, and mutually exclusive theories of repre- 
sentation or methods of government, to be described later on. In 
this and the two succeeding chapters, I shall deal principally with 
the first class of Cooperative societies, I mean with associations 
originated by bodies of consumers. For these associations alone 
show the principle of growth and continuity} and form the back- 
bone of the two Cooperative movements of 1828-34, and of 1844 
and onwards. Associations of producers, on the other hand, start 
up, in all places and at all times, arise and disappear like crops of 
mushrooms, with perplexing rapidity and frequently without trace. 
I shall attempt, in a separate chapter, to catch up these broken ends 
of Cooperative enterprise, and give the reader some general idea 
of the variety of their constitution and some conception of the 
leading causes of their constantly recurring failure. 

Now the earliest Cooperative Societies of British working-men, 
of which we have any clear record, were isolated corn-mills and 
baking societies — ^associations of consumers originating in a grow- 
ing resentment among the poorer classes against the extortions of 
millers and bakers through monopoly prices. These societies were, 
however, primarily engaged in a manufacturing process} at the 
outset, therefore, the common classification into distributive or 
trading societies, representing the interests of the consumer on the 
one hand, and productive or manufacturing societies formed in the 
interests of the producer on the other, is proved untenable. 

. . . Generally speaking, the commercial tactics of these pre- 
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Owenite associations were ready money and cost prices 5 such 
profits as were unavoidable in the process of retailing being added 
to the capital or divided among the shareholders in money or in 
kind. Few and far between, these purely commercial associations 
were apparently confined to the skilled artisans of seaport towns. 
Their sole object was the better gratification of the wants of a 
small body of consumers. As such they formed useful points of 
resistance to the greed of the private trader j but they had no ap- 
preciable effect on the aims or actions of any considerable section 
of the working class. 

. . - The ulterior objects and practical methods of a Union 
Shop are thus described in this organ of the Brighton Society; — 

It is capital we want. . . . We must form ourselves into a society for 
this special purpose; we must form a fund by weekly deposits; as soon 
as it is large enough, we must lay it out in various commodities, which 
we must place in a common store, from which all members must pur- 
chase their common necessaries, and the profit will form a common 
capital to be again laid out in the commodities most wanted. Thus we 
shall have two sources of accumulation — ^the weekly subscription, and 
the profit. . . . The society will be able now to find work for some of its 
own members, the whole produce of whose labours will be common prop- 
erty. ... As the capital accumulates still farther, it will employ all the 
members, and then the advantages will be considerable indeed. When 
the capital has accumulated sufficiently, the society may purchase land, 
live upon it, cultivate it themselves, and produce any manufacturers they 
please, and so provide for all their wants of food, clothing, and houses. 
The society will then be called a community. . . . But if the members 
choose to remain in a town, instead of going into a community, they may 
derive all the advantages from the society which I have stated. 

In spite of these far-extending views, the Brighton Cooperators 
began humbly and completed their corporate existence in the em- 
bryo form of a general Coop. Starting with the modest capital of 
£5, in the course of the first year they had raised the weekly sales 
to £40. Later on, we hear that their success in accumulating capital 
became a cause of discord; the majority wished to realize their 
original intention and become communists, while a more Individ- 
ualist minority departed with their share of the capital, and being 
presumably fishermen, built themselves a fishing-boat at a cost of 
£140, out of which venture they realized a weekly profit of £4. 
Encouraged by the success of the Brighton Cooperators, or im- 
pelled by the same idea, working-men in other parts of the country 
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started shops of a similar character. Through accumulated profits 
many of these Cooperative societies reached the further stage of 
employing their own members in the manufacture of textiles, 
boots and shoes, clothing and furniture. Mr. Holyoake, who has 
personally investigated the rules of these early societies, tells us 
that they were frequently prefixed by a long address on the moral 
obligations of Cooperators, and are always characterized by carefid 
attention to the moral conduct of members. Profane language is 
prohibited, vicious members are to be expelled, no persons of im- 
moral character are to be admitted j on the other hand, no one is 
to be refused on account of religious views; while societies held 
studiously aloof from political and trades union organizations — a 
neutrality which placed them in a position antagonistic to great 
and rising powers. Special societies were more rigid in their dis- 
cipline; Preston expelled members who spoke disrespectfully of 
the goods of the society; Runcorn insisted that applicants should 
not only be virtuous, but in good health and not under sixteen or 
over forty years of age; while many societies showed their mas- 
culine spirit in refusing to allow females to withdraw their money 
without their husbands’ consent; others their desire for domestic 
concord by insisting on the wife’s permission before admitting the 
husband as a member. But, generally speaking, the spirit of these 
early Cooperators is prettily expressed by the text prefixed to the 
rules of the Warrington Society, “They helped every one his 
brother, and every one said to his brother, ‘Be of good cheer.’ ” 

It is a curious fact that at first Robert Owen, according to 
William Lovett, looked coldly on these trading associations, and 
declared that mere buying and selling formed no part of his grand 
Cooperative scheme; but discovering that the humble efforts of 
these amateur shopkeepers were inspired by faith in his new system 
of society, he became an ardent advocate of their shops; and it 
was partly to provide a market for the surplus manufacture of the 
more enterprising of these societies that he instituted the Gray’s 
Inn Labour Exchange in 1 833. 

... By a, series of object lessons or practical experiments, ex- 
tending over half a century, costing some millions of money and 
the sacrifice of the enthusiasm and intelligent efforts of thousand's 
of disinterested workers, modern Cooperators have been taught 
sound economics. They have finally abandoned Thompson’s theory 
of value and owe their success to a full realization of utility as a 
determining factor in value — to a deliberate attempt to affect a 
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correspondence between human faculties and human desires. 
Through the stores and the Wholesale Societies they produce for 
a known market} by quarterly meetings and buyer’s conferences 
they bring into closely organized relations the managers and sales- 
men of large stores (understanding the wants of their customers) 
and the directors and managers of productive departments (who 
undertake to provide for them). 

. . . Towards the end of 1829, the significance and extent of 
the Union Shop movement is attested by an enthusiastic article in 
the Quarterly Review. In 1830, we are informed in a Report to the 
British Association for promoting Cooperative knowledge, that 
170 Union Shops were scattered over the country: in 1 832 we are 
told by the same authority the number of Cooperative societies 
had increased to 400 or 500. In the meantime, however, the parent 
Union Shop in Brighton had disappeared, and in the course of 
1833 and ’34, the whole movement collapsed. Some isolated 
Union Shops, started by tenacious Scotch and north-country Co- 
operators, survived the general disaster, and were discovered a 
generation later by the pioneers of the second Cooperative move- 
ment. These associations, like the Devonport mill and Sheerness 
store, the Hull Anti-corn mill, and some of the Scotch baking 
societies, point with pride to their ancient descent, and may be 
' termed the aristocracy of blood amid the plutocracy of the modern 
movement. 

But these survivors of the Ante-Rochdale type by no means 
constitute the total efiFect of the first Cooperative movement. Seeds 
of Cooperative faith scattered far and wide by these enthusiastic 
disciples of Owen in the minds of the working class, and buried 
for a time beneath the rising Chartist agitation and the more dra- 
matic methods of Trade Unions awaited political disenchantment, 
industrial truce, and trade revival, to yield fruit after their own 
kind. 



CHAPTER II 


THE SECOND COOPERATIVE MOVEMENT: ECONOMIC 
SELF-DEPENDENCE 


The Consumer Emerges^ 

CHARLES HOWARTH AND THE ORGANIZATION OF THE 
ROCHDALE SOCIETY OF EQUITABLE PIONEERS 

The story of the Rochdale Pioneers is the Book of Genesis in the 
growing saga that will make the Bible of the world-wide consumer 
economy which, bar accidents of fate and fortune, the move- 
ment they started is likely to culminate in. First told circumstan- 
tially by George Jacob Holyoake in 1857, under the title, Self- 
Help for the People: The History of the Rochdale Pioneers, it 
has been variously repeated in all the languages and all the coun- 
tries of Christendom, as poignant, as moving and as triumphant 
as any parable a Testament ever contained. 

The factories of Rochdale wove flannels. In 1843 they pros- 
pered. Trade was brisk, and the underpaid and overworked weav- 
ers struck for higher pay. They lost the strike. Many were black- 
listed j those reemployed had to accept a cut instead of a rise. At 
the shops credit came to an endj in the cottages was the beginning 
of despair. Such was the frame of reference for all discussion of 
their situation by the workers of Rochdale. Regularly, on Sunday 
afternoons, a number of these came together in the Temperance 
or Chartist Reading Room. Regularly they argued, according to 
their sectarian faiths, “how best to improve the condition of the 
people.” 

No doubt all the prevailing sects were represented — Owenites, 
Chartists, Teetotalers, Christians. No doubt all the doctrines and 
enterprises current were canvassed. Dr. King’s stores, Owen’s “vil- 
lages of cooperation,” his workshops and his labor exchanges, the 

^ Quoted, with permission, from The Decline and Rise of the Consumer^ by Horace 
M. Kallen, D. Appleton-Century Co., New York, 1936, pages 155*196, 
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Charter, sobriety, God — the debaters were aware how, in one 
place or another, each had been tried, and had brought the experi- 
menters little else than the increase of knowledge which is the 
increase of sorrow. Perhaps discussion centred on the idea of a 
store — James Smithies, one of the original Rochdale Pioneers, 
owned a bound volume of Dr. Bang’s Cooferator which he later 
placed in the society’s library. The worker’s relation to the shop- 
keeper was as critical a problem as his relation to the employer. 
. . . Credit, bad management, the readiness of the member for 
convenience or other causes to trade with the competitors of their 
own stores, had destroyed the Kingsite shops. And yet a shop 
would so obviously help in the day-to-day crisis of sufficient food. 
How overcome the well-known and apparently insurmountable 
difficulty? 

To Charles Howarth belongs the credit of providing the an- 
swer. . . . He agitated for a shorter working day, even going to 
London to lobby for the Ten Hours’ Act. He figured as a strike 
leader. He played a conspicuous part in Rochdale endeavors to 
embody the Owenite dream. His mates called him ‘‘the lawyer.” 
He had drawn up the rules for an earlier “cooperative shop” in 
Rochdale’s Toad Lane, a shop that had failed in 1835. The diffi- 
culties of cooperative shopkeeping were by no means unfamiliar 
to him, and the tale tells how he spent one long sleepless night 
racking his brain for a way to overcome them. That the business 
must be conducted on a strictly cash basis anybody could see. This 
was obvious. But how overcome the competitive advantage of the 
credit-giver? How meet the competition of lower prices elsewhere? 
How keep advantage commensurate with use? In the earlier stores, 
profits, if there were any, were divided in ratio to investment. The 
increase from use did not accrue to the user but to the owner or 
producer. Suppose this situation were reversed. Suppose that the 
investor were to receive interest at a fixed rate, say 5 per cent, 
and that the profits were turned back to the customers in propor- 
tion to their custom? This would provide a defense against all 
competition and an incentive to the continuous use of the store. 
The member is held by the fact that the more he spends, the more 
he gains. “Dividend on purchase” would redress the balance and 
give the cooperative store its fighting chance. 

The device of dividing profits on purchases in proportion to each 
member’s trade was what Charles Howarth brought as a new solu- 
tion for the old difficulties of cooperative trading. Research has 
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since shown that it had been tried before: it is not, however, its 
occurrence which makes a device significant but its consequences. 
As Howarth’s idea the device had consequences at last. 

But a store could not be enough. Alcoholism was too prevalent. 
Housing was abominable. There was always unemployment to 
deal with and poverty always to overcome. There was always the 
dream of freedom and security. The twenty-eight workers of 
Rochdale who organized the Society of Equitable Pioneers meant 
to realize the dream and to conquer the problems. They meant to 
establish an Owenite village of cooperation. Here are their ob- 
jects as finally drawn by Charles Howarth. 

OBJECTS OF ROCHDALE PIONEERS 

The objects and plans of this society are to form arrangements for 
the pecuniary benefit, and improvement of the society and domestic 
condition of its members, by raising a sufficient amount of capital in 
shares of one pound each, to bring Into operation the following plans 
and arrangements. 

The establishment of a store for the sale of provisions and clothing, 
&c. 

The building, purchasing or erecting a number of houses. In which 
those members desiring to assist each other in improving their domestic 
and social condition may reside. 

To commence the manufacture of such articles as the society may de- 
termine upon, for the employment of such members as may be without 
employment, or who may be suffering in consequence of repeated reduc- 
tions in their wages. 

As a further benefit and security to the members of this society, the 
society shall purchase or rent an estate or estates of land, which shall be 
cultivated by the members who may be out of employment, or whose 
labour may be badly remunerated. 

That as soon as practicable, this society shall proceed to arrange the 
powers of production, distribution, education, and government, or in 
other words to establish a self-supporting home colony of united inter- 
ests, or assist other societies in establishing such colonies. 

That for the promotion of sobriety, a temperance hotel be opened in 
one of the society’s houses, as soon as convenient. 

The members are to raise capital in shares of one pound each 
in order to establish a store, provide themselves with better houses, 
give work to the unemployed through manufactures and farming, 
open up a temperance hotel, and magnificently ^^proceed to ar- 
range the powers of production, distribution, education and gov- 
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ernment” or, in other words, to “establish a self-supporting home 
colony of united interests, or assist other societies in establishing 
such colonies.” 

Among these objects the store is the first item. But it is first not 
because it was the most important in the minds of the twenty-eight, 
but because it met the most immediate need and was the least dif- 
ficult and most practicable end to bring about. The store was to 
be only the first step in a wide program of self-help whose other 
steps embrace the whole Owenite intent and plan. The store was 
to be the beginning, and for it rules were provided, viz.: 

1. To sell goods at prevailing local prices. 

2. Restriction to a fixed rate of the interest upon capital — ^this interest 
to have first claim upon the profits. 

3. The distribution of profits (after meeting expenses and interest 
charges) in proportion to purchases. 

4. No credit — all purchases and sales to be paid for in cash when the 
goods were handed over. 

5. Both sexes to have equality in membership rights. 

6. Each member to have one vote and no more. 

7. Regular and frequent meetings to be held for the discussion of the 
society’s business and of receiving suggestions for improving the so- 
ciety’s welfare. 

8. Accounts to be properly kept and audited and balance sheets to be 
regularly presented to the members. 

THE TREMENDOUS IMPORT OF RULE 3 

Charles Howarth also drew the rules. A cursory reading will 
show that in the background of his mind was always the failure 
of the earlier stores, and that failure was to be made impossible 
this time. Each item — fixed rate of interest on capital, sales at the 
market price, distribution of profits in proportion to purchases, 
parity of men and women, one man, one vote, regular and fre- 
quent meetings, proper bookkeeping and audit — ^was determined 
by a corresponding earlier cause of failure, and devised to over- 
come it. Neither Howarth nor his twenty-seven fellows of the 
Equitable Society had any inkling that with Rule 3 — ^the rule pre- 
scribing the distribution of profits in proportion to purchase's — they 
had added something which would dissipate their objects and 
transform their goal. How could any of them see that Rule 3 
added just that difference, that Darwinian variation, which would 
develop, in the struggle for survival, into a new species of social 
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economy, an economy of the consumer with the vitality, the adapt- 
ability, and the urge, to displace and atrophy the prevailing pro- 
ducer economy? And how indeed could anybody else see this, in a 
producers’ world, where hearts and minds were bound up in pro- 
duction? What other finality of freedom could any one then have 
looked to than an Owenite “self-supporting home colony of united 
interests”? The members of the Society of Equitable Pioneers were 
as unconscious of the import of their enterprise as Columbus. They 
made the beginning of a Copernican revolution in the credit- 
enterprise economy of the world, and they thought that they were 
only easing and smoothing and freeing the old productive round. 

And, burdened as they were, it was enough. They had all they 
could do to start the store. It took them nearly a year to bring to- 
gether the £28 or less, collected twopence a week, then threepence, 
by a committee of volunteers. Ten pounds of the total had to go 
for a year’s rent of the former storeroom of a Pioneer regiment in 
Toad Lane, £4 more had to go for fixtures and sundries. They had 
only £14 to spend for the few items of groceries — ^flour, butter, 
sugar and oatmeal — ^with which they began. Able to buy only 
smaller quantities, they had had to pay higher prices, and there- 
fore to charge higher prices than their competitors. They had had 
to meet and to live down the ridicule which every innovation, no 
matter how like an early straw hat perennial and familiar, arouses. 
Taking down the shutters, that historic evening of December 21, 
1 844, had been an anxious and dramatic moment j in which Samuel 
Ashworth acquitted himself like a Pioneer and he was courtesy 
and patience itself, when as unpaid, volunteer counterman he re- 
gretted to inquiring callers that the store did not yet stock goods 
which the callers knew it did not stock when they asked. In the 
face of the convenient nearness of competitors, of their lower 
prices, their bribes and tips, it was difficult to hold the loyalty of 
anxious mothers and complaining wives. But their loyalty was 
held. At the end of three months it was possible to pay Ashworth 
for his labor. Slowly the counters were filled with goods of differ- 
ent sorts j the two evenings of shopkeeping became three and four 
and five. The payment of the first dividend on purchases was the 
turning point. Then the store was on its way indeed. 

But in the eyes of its founders, it figures as a means to coopera- 
tive production, ever. In 1850, hoping to improve the quality of 

^ Later research makes ‘‘Owd Face’^ William Taylor the hero. He was killed a few 
years afterward in an explosion. 
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the flour they sold their customers, they took shares in a cornmill 
which a small group had started as a cooperative enterprise} a 
litde later, to save their investment, the store lent it money. But 
the tale of the cornmill was from the first the typical tale of 
producers’ cooperation: drunken or lying or treacherous or in- 
competent managers, inferior grains, bad flour} bad blood among 
the members, bad goods in the store} disgruntlement at the con- 
sumer’s table. Not only did the mill seem likely to go under but 
to take the store with it. Rumors spread among the members. 
Some had left their purchase-dividends to accumulate. Others 
had lent their savings to the store at 4 . per cent. There was some- 
thing like a run which competitors did not fail to encourage. In 
the end the stability of the store was more than vindicated. The 
Pioneers took over the cornmill and made it a solvent and profit- 
able enterprise. To do so, they had to change it from a producers’ 
society which the store was to serve to a producing plant which 
would serve the store. (The mill was taken over by the Coopera- 
tive Wholesale Society in 1905.) Nevertheless, the society failed 
to read the meaning of its own record. In 1853, John T. W. 
Mitchell, then twenty-four years old, joined the Pioneers. He is 
listed among the leaders who in 1854 were promoting the Roch- 
dale Cooperative Manufacturing Society. The society was to man- 
ufacture cotton, and the factory was to be a self-governing work- 
shop. But the cotton was to be produced, not for the members of 
the society, but for sale in the open market, and the profits were 
to be equally divided with the rank and file producers. Few among 
the 300 of these were also among the 1,400 shareholders. As 
profits came in, discontent with the division grew. The intent of 
producers’ cooperation, precarious at best, was displaced by the 
intent of the ordinary joint-stock company. Since, to the share- 
holders, the profit-sharing with the employees seemed preemi- 
nently unfair, profit-sharing was, by 1862, abandoned. Early in 
I 934 > tfic Manufacturing Society, practically a joint-stock company 
with slightly philanthropic features, was dissolved, a casualty of 
the post-war depression. 

SOME consequences: holyoake’s observations' 

The success of the Rochdale store aroused quick imitation. The 
north of England and the Scottish midlands, where the Owenite 
enterprises had grown before, saw a new birth of cooperative shops. 
By 1851, there were about 150 of them each with from 50 to 100 



THE SECOND COOPERATIVE MOVEMENT IJ 

members, and additional ones were being announced continually. 
Producers’ societies were hardy perennials; they claimed the sup- 
port of the stores and received it, both in share capital and in 
custom. The original Pioneer store in Toad Lane set up branches 
in other parts of Rochdale. . . . 

Buying was early a vexing problem for all the stores. In the 
beginning, the principle of cash transactions was a handicap. It was 
a deviation from custom, and a sort of degradation in a country 
where the best practice of the best people was to deal entirely on 
credit, and debt — ^to tradesmen, of course — ^was a sign of quality 
among the well-born and of depravity among the populace. When 
cash was scarce it was not possible to buy in quantity, and the 
private shopkeeper buying on credit enjoyed a competitive advan- 
tage. In those days goods cost the cooperative stores more. The 
costs were increased by the fact that cooperative buyers were com- 
petitive not only to private buyers, but to one another; that on 
occasion, sellers or competitors could bribe them, that often they 
were incompetent. The need for some sort of wholesale organiza- 
tion made itself felt almost at once, and the endeavors to set one 
up were manifold. The record is neither clear nor consistent, but 
it signalizes the need, the anxiety and mutual suspicions which 
delayed meeting the need, and the final adequate action. 

Already in 1850, the Pioneers had set up a wholesale depart- 
ment of their own, to supply members requiring large quantities, 
and hopeful of serving stores, wrote Holyoake in 1857, “whose 
small capitals do not enable them to buy in the best markets, nor 
command the services of what is otherwise indispensable to every 
store — a good, buyer. . . . The wholesale department guarantees 
purity, quality, fair prices, standard weight and measure, but all on 
the never-failing principle, cash payment.” By this time the store 
had added to the groceries with which it began five other depart- 
ments: “drapery, butcher, shoemaking, clogging, tailoring.” It had 
remodeled the warehouse at Toad Lane: “Every part has under- 
gone neat refitting and modest decoration. . . . One room is 
handsomely fitted up as a newsroom. Another is neatly fitted up as 
a library.” The newsroom is free to members, the library to every- 
body. It contains “2,200 volumes of the best, and among them, 
many of the most expensive books published. The costs are de- 
frayed out of the Education Fund.” . . . Two and a half per 
cent of all the profits had been segregated for education. From 
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1850 to 1855, the society had maintained a school for young 
persons ^%t the charge of twopence a month.^’ 

Since 1855, ^ been granted by the Board, for the use of from 

twenty to thirty persons from the ages of fourteen to forty, for mutual 
instruction on Sundays and Tuesdays. . . . Business is now conducted 
across the street in a new warehouse, bought in 1853, in rented 
houses adjoining. • . . Their warehouses are everywhere as bountifully 
stocked as Noah’s Ark, and cheerful customers literally crowd Toad 
Lane at night, swarming like bees to every counter. The industrial dis- 
tricts have not such another sight as the Rochdale Cooperative Store on 
Saturday night. 

But it is not [Holyoake continues] the brilliancy of commercial ac- 
tivity in which either writer or reader will take the deepest interest; it Is 
in the new and improved spirit animating this intercourse of trade. 
Buyer and seller meet as friends; there is no overreaching on one side, 
and no suspicion on the other. . . . These crowds of humble working- 
men, who never knew before when they put good food in their mouths, 
whose every dinner was adulterated, whose shoes let in the water a 
month too soon, whose waistcoats shone with devil’s dust, and whose 
wives wore calico that would not wash, now buy in the markets like 
millionaires, and as far as pureness of goods goes, live like lords. . . . 
They are weaving their own stuffs, making their own shoes, sewing their 
own garments, and grinding their own corn. They buy the purest sugar 
and the best tea, and grind their own coffee. They slaughter their own 
cattle, and the finest beasts of the land waddle down the streets of 
Rochdale for the consumption of flannel-weavers and cobblers. (Last 
year the Society advertised for a Provision Agent to make purchases in 
Ireland, and to devote his whole time to that duty.) When did com- 
petition give poor men these advantages ? And will any man say that the 
moral character of these people is not improved under these influences? 
The teetotallers of Rochdale acknowledge that the Store has made more 
sober men since it commenced than all their efforts have been able to 
make in the same time. Husbands who never knew what It was to be out 
of debt, and poor wives who during forty years never had sixpence 
uncondemned in their pockets, now possess little stores of money suffi- 
cient to build them cottages, and to go every week into their own market 
with money jingling in their pockets; and in that market there is no dis- 
trust and no deception; there is no adulteration, and no second prices. 
The whole atmosphere is honest. Those who serve neither hurry, finesse, 
nor flatter. They have %o interest in chicanery. They have but one duty 
to perform — that of giving fair measure, full weight, and a pure article. 
In other parts of the town, where competition is the principle of trade, 
all the preaching In Rochdale cannot produce moral effects like these. 
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As the Store has made no debts, it has incurred no losses; and during 
thirteen years, transactions, and receipts amounting to £303,852, it has 
had no law-suits. The Arbitrators of the Societies, during all their years 
of office, have never had a case to decide, and are discontented that 
nobody quarrels. 

Holyoake, being partizan, was naturally more sanguine than 
less interested observers might have been: yet the most critical 
could little diminish the brightness of his picture. The difFerence 
not only among the Pioneers, but in the whole of Rochdale, 
between 1844 and 1857, was the difference between slavery and 
freedom, destitution and security. Other forces were doubtless at 
work beside the store, but the store was the Great Divide, and the 
lapse of time, the succession of depressions and wars and depres- 
sion has not changed its role, anywhere in the world. 

PROBLEMS OF BUYING AND THE FORMATION OF THE COOPERATIVE 
WHOLESALE SOCIETY 

Bright as was the local scene in 1857, general situation was 
anxious, and the Wholesale Department of the Rochdale store had 
not alleviated it. In the way were the physical difficulties of meet- 
ing as well as the natural jealousies and rivalries of independent 
similar groups, the dislike of the frimus inter fares. Societies had 
met in conference after conference, in answer to call after call. 
Resolutions were adopted, and nothing happened. Buyers were 
admonished to work together and that somehow didn’t help. 
Under the law, no plan could be devised by which the local socie- 
ties could own shares in a wholesale cooperative. Finally, in 1861, 
it was voted to get the law changed, and it took two years to draft 
the change, to have it seen through in Parliament. The following 
year, at a conference in Oldham, after Abraham Greenwood and 
William Cooper, two of the original Pioneers, had presented a 
plan and an argument, the establishment of a wholesale was voted. 
In 1863, Greenwood’s plan was published in the Cooferator and 
submitted to public discussion. Soon after representatives of the 
organizing societies met in Rochdale to decide on the rules. It was 
agreed that only cooperative societies could be shareholders, that 
shares should be five shillings and transferable, that the societies 
should subscribe to as many shares as each had members and that 
one shilling of the price should be paid in at once. 

Among the society delegations participating in this decision were 
representatives from Dublin and from London. In London a 
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parallel effort to establish a wholesale had been made along con- 
trasting but supplementary lines. London was the headquarters of 
the Christian Socialists’ Society for the Promotion of Working- 
men’s Associations. Such associations as there were had been com- 
peting against each other in the market. A unified sales-agency was 
obviously indicated. That such an agency might seek a market in 
the cooperative stores was also obvious, and this meant creating 
more such stores, which were few in London. That the agency 
might buy for the latter and sell for the former was a natural 
conclusion. Van Sittart Neale had seen in Paris what troubles may 
come from competition between many producers’ societies. In 1 851, 
he drew up a memorandum for a general union of Workingmen’s 
Associations and later a scheme for the formation of cooperative 
stores, and devoted himself in person to establishing a Central 
Cooperative Agency. He raised the £9,000, and as the law necessi- 
tated, set up a trust with himself and Charles Hughes as trustees} 
inaugurated the agency imder the trade name of Woodin, Jones 
and Company, and put in Lloyd Jones among the managers. 

Lloyd Jones was the contact man between the Christian So- 
cialists of London and the south and the cooperatives of the north. 
He had attended conferences on the creation of the wholesale at 
Bury and elsewhere, and it was to be his task to “sell” the agency 
to the old stores and to organize new ones. Of the profits of the 
enterprise, if any, one-fourth were to go into a reserve fund, one- 
fourth to bonuses for employees, the rest for organizing new 
societies. The Society for the Promotion of Workingmen’s Asso- 
ciations dissociated itself from the agency as outside its promo- 
tional purpose. In the six years of its existence it was very active 
and very expensive. Fifteen societies availed themselves of its 
services during the first year; during the second it undertook man- 
ufacture in order to safeguard purity and quality} and its business 
grew. But costs increased more rapidly than business, and income 
could not catch up with overhead. In 1857, Neale felt forced to 
wind up the enterprise. 

Meanwhile, the Christian Socialists, desirous of utilizing the 
new freedom obtained through the Industrial and Provident So- 
cieties Act of 1852, became more tolerant of the cooperative store 
and united with cooperators of other sects in endorsing the creation 
of a wholesale society to supply goods and to effect exchanges 
between producers’ societies. Alternative plans of' organization 
were considered, but nothing actually happened until after the 
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Rochdale meeting of 1863, Then the London Association for the 
Promotion of Cooperation, which had recently come into existence, 
called a conference to discuss creating for the south a wholesale 
like that of the north. The North of England Wholesale Indus- 
trial and Provident Society, Limited, had been organized in Man- 
chester, on October 10, 1863, by forty-odd societies, who sub- 
scribed fourteen thousand shares. Abraham Greenwood had been 
chosen president, James Smithies, treasurer. The Scottish Whole- 
sale Society followed in 1868. 

The organization of the cooperative wholesale societies may be 
compared to the adoption of the Constitution of the United States. 
Societies joined it as states added themselves to the Union and 
many availed themselves of its services before they took on the 
obligations of membership. By first intention, the wholesale was to 
engage only in trade j to buy, not to produce — ^production was to 
remain the domain of producers’ societies — and it was to be a 
favoring if not favored customer of such societies. In relation to 
private business, however, its existence shifted the competitive 
advantage to the side of the cooperatives. The magnitude of the 
sums at its disposal made cash more valuable than credit} the more 
it bought, the less, proportionally, it paid} its services gave the 
weakest society the same advantage as the strongest: making avail- 
able to it, and to its members through it, the best quality at the 
lowest rates, the surest information in the shortest time. 

DEVELOPMENT OF THE COOPERATIVE UNION 

. . . EflForts to organize boycotts were perennial: in 1872, The 
Grocer listed eighty-four firms that had agreed to have no deal- 
ings with the cooperatives. Parliamentary pressure remains a 
permanent menace: the endeavors to accomplish by legislation 
what “business-methods” have failed to accomplish are renewed 
constantly. 

Discrimination against the cooperatives was among the influ- 
ences leading to the creation of the Wholesale Society. It was 
equally a factor in the creation of the Cooperative Union with its 
cooperative congresses, and especially and significantly in forcing 
the wholesale to enter the field of production. But the problems 
of clearing up misrepresentation, answering libels, overcoming 
prejudice, presenting the principles and methods of the coopera- 
tors to the public, advancing their interests in the market place 
and on the forum were problems of defense first and of growth 
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afterwards. There were certain primary problems of growth whose 
solution could hardly have other forms than deliberative union 
and productive enterprise. From the publication of Holyoake’s 
book in 1857, the Pioneers had been flooded with inquiries from 
individuals and groups hopeful of cooperative salvation. ... In 
the course of the work itself problems of technique and attitude 
kept arising: there was need of an interchange and record of experi- 
ence, of data and observations to be made available to employees 
in the cooperative services even more than to the members them- 
selves. ... In addition, the contemporary trades-unions had 
come up. A form of producers’ association somewhat tangent to 
cooperative thinking and propaganda, the trades-unions had grown 
to power in the national economy, and it was necessary for the 
cooperatives to find a general plan and method of living with 
them in harmony. . . . And there were always the requirements 
of the law to meet and the restrictions of the law to overcome. 
Correct legal form was indispensable to legality, and cooperators 
often needed help with this, and got it, not a little as free service, 
from Neale, Ludlow, Hughes and other lawyers among the Chris- 
tian Socialists. Every step forward in the movement required new 
legislation, and the drafters and engineers of the new legislation 
were again these Christian Socialists. 

Men of wealth, education and sensibility, trained in the learned 
professions, who had freely chosen a cause which cut them off 
from their own kind, the Christian Socialists supplied to the co- 
operative movement an intellectual and spiritual distinction, a 
social influence and a professional skill which trade-unionism then 
still lacked. They were the sponsors of the first of the Industrial 
and Provident Societies Acts which liberated the movement from 
the paternalist restrictions of the Friendly Societies Acts of 1829, 
1834, under which the Rochdale Pioneers had begun their adven- 
ture, and of 1850, under which they had started their wholesale 
department. . . . 

The societies recognized the devotion and the generous good- 
will of Van Sittart Neale and his fellows, the lawyers, and, in a 
somewhat tangent sense, the prophets of the movement. But they 
began to feel that here, too, they ought to be doing these things 
together and for themselves. Many recalled the congresses of 
Owen’s days, the social missions and the missionaries. In 1865, 
the veteran cooperator William Pare began an agitation to revive 
the congresses. He was joined in due course by Lloyd Jones, 
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E. T. Graig and by Edward Owen Greening, a Manchester wire 
manufacturer, who advocated and practiced profit-sharing and fig- 
ured prominently as a member of the congresses of the Social 
Science Association, and as a defender of American abolitionism. 
His connection with the cooperative movement dated from 1856. 
He became perhaps the most logical and persuasive of the advo- 
cates of producers’ cooperation, copartnership and profit-sharing. 
And the Christian Socialists though no longer alive as a body of 
course were only too pleased to participate in the congress agitation. 
Conference followed conference, and that of the spring of 1869 
elected an arrangements committee which secured the endorsement 
of the northern societies, set a date, raised a fund and enrolled a 
committee of sponsors. These included, besides the representa- 
tives of all schools of cooperation, representatives of the trades- 
unions, leaders of the movement abroad, and distinguished na- 
tional figures like John Ruskin and John Stuart Mill. 

THE COOPERATIVE CONGRESS 

In May, 1869, the first Cooperative Congress was held in 
London. It sat for four days. Pare, Ludlow and Abraham Green- 
wood read papers. Pare suggested the creation of a British and 
Foreign Cooperative League. Among its tasks were to be the 
adoption of model rules for the organization and management of 
cooperatives, assembling and providing technical information and 
advice on all matters affecting the character and conduct of cooper- 
atives and the confederation of cooperative societies; holding 
annual congresses, and the like. The second congress was held the 
following year in Manchester. This created a Central Board and 
laid down a basis of subscription for constituent societies and recom- 
mended the appointment of a permanent secretary, but not enough 
money was raised to make an appointment possible. Union and 
congress remained in a somewhat ambiguous and tentative state 
until 1873, when Edward Van Sittart Neale proposed a reorganiza- 
tion which embodies the present structure of the British Coopera- 
tive Union. Neale was chosen permanent secretary and the Union 
and its congresses were at last definitely launched. 

It was natural that the Union should develop into the great 
organ of opinion and policy of the British Cooperative Movement. 
In structure it is a confederation of the cooperative societies of the 
United Kingdom. It calls an annual congress which elects a Cen- 
tral Board of seventy members. These members are drawn from 
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nine geographical regions into which Great Britain is divided for 
purposes of cooperative administration. “An Executive Committee 
of ten representatives controls the work of the departments and 
committees of the Cooperative Union. Other committees of the 
Cooperative Union are the Joint Parliamentary, the Educational 
Council and Executive, National Committee of the Cooperative 
Party, the Joint Trade and Propaganda Committee, the Joint 
Committee on Technical Education, and the Trade Associations.” 
“The Glasgow Congress of 1932 also established a National Co- 
operative Authority. The Authority comprises the Executive Com- 
mittee of the Cooperative Union with representatives of National 
Federations, the C.W.S., the S.C.W.S., the Cooperative Party, 
the Cooperative Productive Federation, and the National Co- 
operative Publishing Society. The Authority gives a lead to the 
whole movement on questions of national policy.” (Edward Top- 
ham, Editor of Publications, Cooperative Union, Services of the 
Cooferative Union, British Cooferation Today, British Coopera- 
tive Union, p. 83.) 

. . . The dogma that the producer is paramount was a part of 
the funded mentality of the cooperative movement. It was Car- 
lyle’s premise. It governed William Morris and John Ruskin. 
Even John Stuart Mill, observing the cooperative movement 
freshly from outside, could infer from it no different prospects for 
the producing multitude than their organization into producers’ co- 
operatives. Writing in 1865, of the “probable future of the labour- 
ing classes,” he declares, “the form of association . . . which, if 
mankind continue to improve, must be expected in the end to pre- 
dominate, is not that which can exist between a capitalist as chief, 
and work-people without a voice in the management, but the asso- 
ciation of the labourers themselves on terms of equality, collec- 
tively owning the capital with which they carry on their operations 
and working under managers elected and removable by them- 
selves.” {Principles of Political Economy, 6th Edition, Book IV, 
Chapter VII, Sec. 6.) 

^en, however, cooperative societies shall have sufficiently multiplied, 
it is not probable that any but the least valuable work-people will any 
longer consent to work all their lives for wages merely: and both private 
capitalists and associations will gradually find it necessary to make the 
entire body of labourers participants in profits. Eventually, and in per- 
haps a less remote future, than may be supposed, we may, through the 
cooperative principle,' see our way to a change in society, which would 
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combine the freedom and independence of the individual, with the 
moral, intellectual, and economical advantages of aggregate production; 
and which, without violence or spoliation, or even any sudden disturb- 
ance of existing habits and expectations, would realize, at least in the 
industrial department, the best aspirations of the democratic spirit, by 
putting an end to the division of society into the industrious and the 
idle, and effacing all social distinctions but those fairly earned by per- 
sonal services and exertions. Associations like those which we have de- 
scribed, by the very process of their success, are a course of education 
in those moral and active qualities by which alone success can be either 
deserved or attained. As associations multiplied, they would tend more 
and more to absorb all work-people, except those who have too little 
understanding, or too little virtue, to be capable of learning to act on 
any other system than that of narrow selfishness. As this change pro- 
ceeded, owners of capital would gradually find it to their advantage, 
instead of maintaining the struggle of the old system with work-people 
of only the worst description, to lend their capital to the associations; 
to do this at a diminishing rate of interest, and at last, perhaps, even to 
exchange their capital for terminable annuities. In this or some such 
mode, the existing accumulations of capital might honestly, and by a 
kind of spontaneous process, become in the end the joint property of all 
who participate In their productive employment: a transformation 
which, thus effected (and assuming of course that both sexes participate 
equally in the rights and In the government of the association), would 
be the nearest approach to social justice, and the most beneficial order- 
ing of Industrial affairs for the universal good, which it is possible at 
present to foresee. {Ibid,, Book IV, Chapter VII, Sec. 7.) 

MilPs view of the method by which industrial democracy might 
come is, for sufficient reasons, prophetic. His conception of its form 
and end has been repudiated by events, as well outside of the co- 
operative movement as inside. Inside, the producers^ cooperatives 
themselves falsified it. Their failure has been attributed to incom- 
petency, to greed, to laziness, to disloyalty. But these qualities are 
no less manifest among consumer societies than among producers. 
The fatal defect of producers’ societies lies in their nature, not 
their method and intent. Producers’ societies are necessarily self- 
limiting and exclusive. They are necessarily associations of minori- 
ties standing in a competitive relation to each other and to the 
majority. Cooperative societies of tailors or carpenters or shoe- 
makers may compete with each other for customers, and then they 
are not different from the individuals or joint-stock companies 
whose competition partly defines the status quo. Or they may con- 
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federate and amalgamate and then they are not different from the 
monopolies which determine the rest of the status quo. In either 
case, they are, as Bergson would say, “closed societies,” constitu- 
tionally unable to do otherwise than to buy as cheaply and sell as 
dearly as possible. Their associative nature is such that they draw 
out and accent the very qualities of men to which their failure is 
attributed. Consumer societies are by contrast “open.” They must 
inevitably lose more than they can gain by shutting any one out} 
every new addition to their ranks means greater abundance for 
every one already enrolled. Other things being equal,_the associa- 
tion of consumers tends naturally to become an association of all 

The consumers’ movement came to the realization of this differ- 
ence not positively as a deduction from its consciously h^ld under- 
lying assumptions, but negatively in terms of the disillusioning 
experiences which kept falsifying its underlying assumptions. In 
accord with those assumptions the wholesale was to be an instru- 
ment of trading only. It was to give preference to producers’ co- 
operatives wherever that was possible. It was to help them to be 
fruitful and to multiply, to the end that the whole national econ- 
omy might ultimately become a producers’ economy of self-gov- 
erning workshops. From its beginnings, it did all these things. As 
the capital surplus of the whole movement accumulated, local 
societies and their members individually as well as the wholesale 
took shares in the “Working Class Limiteds” which were con- 
stantly soliciting investment. When circumstances brought the 
decision that the wholesale must go into production, the argument 
against it was that loyalty to the cooperative ideal necessitated 
organizing cooperative production autonomously ^this in view of 
the fact that often autonomous producers had dealt with the whole- 
sale and the societies on the principle of caveat emftor . Considera- 
tions of the purity, the quality and the measure of the goods sold 
to the members nevertheless made productive undertakings indis- 
pensable. The decision was on aU sides recognized as momentous: 
“I felt,” wrote William Pare, “that we had passed the Rubicon.” 
And across the Rubicon the old ideal held. Neale and Greening, 
among others, warned of the danger of “joint stock capitalism,” 
and pressed, failing “co-partnership,” for a regular bonus to the 
employees of the wholesale’s factories. Learning the manufacture 
of biscuits, blankets, boots and shoes and sweets — which were the 
first undertaken — ^was an adventure in a new dimension, calling 
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for new habits and new techniques with machines and men — and 
finally, a new vision of cooperation. 

JOHN THOMAS WHITEHEAD MITCHELL AND THE WEBBS 

The making of the new vision took some twenty years. Arrayed 
against it throughout this time were the veteran champions of the 
old vision — ^Van Sittart Neale, Charles Hughes, E. O. Greening, 
Jacob Holyoake, and some new ones, among them Arnold Toynbee 
and A.O.H. Acland. Leaders to the new vision were John Thomas 
Whitehead Mitchell — ^and experience. 

Mitchell was a Rochdaler. The only child of an unmarried 
mother who made a living for him and herself by selling beer and 
letting lodgings to working-men, he had inward knowledge of 
both the emptiness and the drudgery of the workaday life. His 
devotion to his mother amounted to a Freudian passion. It was 
probably the chief factor in his remaining a bachelor all his life, as 
her standards and ideals were the prime influences in his develop- 
ing into a teetotaler and a Sunday school superintendent. Although 
he was born into a period when child labor was still common — 
1 828 — she managed to keep him out of the mills till his tenth year, 
when he went to work as a piecer in a cotton mill, twelve hours and 
more a day at eighteen pence a week. His spare time he spent with 
her, or studying as he could. A flannel manufacturer who per- 
suaded John’s mother to let him go to Sunday school gave the boy 
a job in his warehouse, and in the course of time he grew to be its 
manager. 

In 1867, Mitchell went into business for himself. By that time 
he had been a member of the Pioneer Society fourteen years and 
a leader almost as long, and a Sunday school teacher thirteen. He 
desired, Percy Redfern says, to give himself more fully to his 
causes and since he could not unless his time were his own, he 
undertook to sell the product of the “cooperative” cotton factory 
at Mitchell Hey, which he had helped found. In 1869, he became 
Rochdale’s representative on the C.W.S. Board, and a fortnight 
later a member of its finance committee. Mitchell had learned 
from experience with the Rochdale Manufacturing Cooperative 
Society — ^which he himself had helped to organize — ^how much 
trouble the practice of paying bonuses could make, and as a sales- 
man for a producers’ society, so-called, he had learned the advan- 
tage which a store, with custom and capital at hand, enjoyed over 
a shop which “even if it manages to get the capital, had the cus- 
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tomer to seek.” As a member of the wholesale’s finance committee 
Mitchell was called upon to face the problem of what to do about 
a chairman of the C.W.S. who at the same time held the job of 
manager in a company which was both selling to the C.W.S. and 
trying to borrow money from it. When, in 1874, Mitchell was 
elected to succeed this man as chairman — they kept him at this 
post frona then till his death — ^Mitchell’s deviation from coopera- 
tive orthodoxy, though unformulated, had already begun. As 
Beatrice Potter who later became Mrs. Sidney Webb was first to 
realize, he learned and taught the primacy of the consumer. 

... So far as he knew, still of the same cooperative faith as 
Neale and his comrades, it was Mitchell’s duty as chairman of the 
C.W.S. to protect the interests of the men and women who had 
entrusted their cooperative fortunes to his leadership. First the 
producer-cultists had their day in the wholesale, as they had in 
the congresses to the last. But when failure followed failure, and 
the collieries and the great engine company near Newcastle in 
which the wholesale was heavily interested, all crashed and, but 
for Mitchell’s resourcefulness, almost wrecked the wholesale, au- 
tonomous producers’ cooperatives were finished so far as the 
wholesale was concerned. Neale and his group took their cause to 
the congresses and the congresses voted periodically that pro- 
ducers, if not their own employers, should participate in the profits 
and management of the employing consumers. Nevertheless, by 
1880, there were only about fifteen self-governing workshops left, 
and these not in fundamental factory trades but in the lighter 
industries in which some vestiges of craftsmanship remained. 
Neale and Greening organized them in 1882 into the Cooperative 
Producers’ Federation. “Man,” Neale told the Derby Congress of 
1884, “is a spiritual being, and it is impossible for him to be enthu- 
siastic about the price of tea and coffee” — ^but quite possible to be 
enthusiastic about self-governing workshops. 

It was at this congress that the Federation held a conference on 
production. They hoped by means of some sort of union to over- 
come the problems of financing and marketing, the differential 
advantage of their competitors, and their own competitive relation 
to the wholesale both as trader and producer. They set up the 
Labor Association for Promoting Cooperative Production, dedi- 
cated to the propaganda of producer participation in the profits and 
control of industry both cooperative and ordinary. The Federation 
and its agencies improved on the past sufficiently to remain stable 
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and make progress. It has now a membership of about fifty asso- 
ciations, all registered under the Industrial and Provident Societies 
Act, all paying a fixed interest on loans. The shareholders are the 
workers. Each has one vote and only one. Each receives a fixed 
share of the profits over and above his wages, a fixed interest on his 
investment, and participates in the management. The societies are 
members of the Cooperative Union. Their central bodies make 
propaganda for their cause, manage a loan department which finds 
them capital, etc., etc. 

DIFFUSION AND VARIATION OF COOPERATIVE SPECIES 

. . . The diffusion of the Consumers’ Cooperative Movement in 
Europe followed soon after the publication of Holyoake’s History 
of the Rochdale Pioneers. Holyoake himself had close acquaint- 
ances among the political refugees of all the European states who 
crowded England after 1848. His story of the Pioneers was early 
translated into French and in due course the essential principles of 
their system became part of the intellectual equipment of conti- 
nental Europe. The idea of cooperation was of course not new. 
The Fourierist propaganda had reached everywhere and shops and 
colonies endeavoring to embody the principle of Fourier were to 
be found in most European countries. The Rochdale plan was 
grafted on the Fourierist growth. To persons like Lasalle, in Ger- 
many, with his grandiose schemes of national organization, it 
seemed trivial 5 Lasalle stigmatized it as “shopkeeping,” and to 
Marx and the Marxists it seemed entirely irrelevant. 

In a certain sense cooperation may be said to have followed the 
flag of industry. The Rochdale rule moved as industry grew, and 
the order of succession in the cooperative movement in Europe fol- 
lows the sequence of industrialization in the countries of Europe; 
but prevailingly agricultural countries found it even more a way 
of salvation. 

It is not without significance that the earliest societies were in 
the order of succession, those of Switzerland, Denmark and France. 
They there developed between the sixties and the seventies, and in 
the course of time societies were organized in Italy, Germany, 
Russia, Finland and the Scandinavian countries, the South Amer- 
icas, India, Palestine, Japan and China. The United States had 
had the benefit of visits from Owen and Holyoake — Horace 
Greeley printed the first foreign edition of Holyoake’s book — and 
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societies kept appearing and disappearing from the foundation of 
Owen’s New Harmony, on. 

The story of the consumers’ cooperative movement in each 
country follows the same general line as in England. Its turning 
points are the alertness and devotion of some individual leader, 
the climate of opinion, the immediate social and economic situa- 
tion, and a generally favorable attitude of government. Switzer- 
land, Denmark, Finland and Italy were prevailingly agricultural 
countries and have remained so. The consumers’ movement in 
those countries was primarily a movement of small freeholding 
peasantry. In France, Germany and Belgium it followed the line 
of industrialization and its development has, on the whole, been 
coincident with the growth of industry. 

As the movement spread, modifications of the classical Roch- 
dale type arose and established themselves. These modifications 
are consequences of the intellectual climate, the spiritual attitude, 
and the social frame of reference of each country. Charles Gide, 
who has written the standard study of the morphology of coopera- 
tives, distinguishes three types of consumers’ cooperatives — the 
individualist, the socialist, and what he calls the true cooperative 
type. The individualist type, he says, have no other object than the 
personal advantage of their individual members. Many of the agri- 
cultural cooperative organizations are characterized by this men- 
tality. They allocate profits to capital and divide them in propor- 
tion to the number of shares, or, if they do pay a dividend on 
purchases, only a limited number of the customers can become 
shareholders 5 the organizing members keep the control of the 
societies in their own hands. Others allocate a part of their profits 
to the executive committees and others may distribute profits but 
concentrate control. Essentially, these types prevail among pro- 
ducer organizations which have consumer agencies. They are closer 
in character and intent to the joint-stock company than to the 
cooperative society. 

The socialist types function as a rule in terms of the Marxist 
conceptions of class and property. To them consumers’ cooperation 
is an instrument in the class war. If they acquiesce in the principle 
of dividend on purchase, they do so as a matter of tactics and with 
apologies and explain it away as a means to an end, much as today’s 
Russians explain away their own capitalist and tyrannical methods. 
They desire and sometimes actually do hold all the earnings of 
their societies in a common fund which they employ for purposes 



THE SECOND COOPERATIVE MOVEMENT 4 1 

of sick benefits, unemployment payments, old-age pensions, medi- 
cal or legal service, loans and the like, propaganda and education. 
Sometimes they contribute their surpluses to helping struggles in 
the “class war,’’ whether industrial or political. The Belgian socie- 
ties have been conspicuous for their socialist principle and practice. 

And finally, Gide describes the differentia of the true coopera- 
tive type, the type he finds in England and in France, and ascribes 
it to the school of Nimes with which he himself was identified. 
He apparently did not regard the ecclesiastic distinction as suffi- 
cient to define a t5^e, and the exclusively Catholic societies, which 
operate in central Europe especially, did not seem to him to have 
been worth a separate classification. Yet it is not certain that the 
ecclesiastical limitation upon membership does not constitute a dis- 
tinct cooperative type, especially as the ecclesiastic differential is 
designed to rule out collaboration with cooperatives of another 
label. 

Since Gide wrote, a fourth differentiation has appeared which 
may be described as the nationalist or autarchic. Imposed on the 
Italian movement by the Fascists, it there in the course of time 
became simply an overtone. It has since been imposed on the Ger- 
man and the Austrian cooperatives. In all three countries the co- 
operatives have been regimented, but, according to Karl Walter, 
the regimentation in Italy has not destroyed the essential coopera- 
tive structure. Mussolini offered cooperation in 1922, “moral sup- 
port and such protection as will insure its exercise in an atmosphere 
of freedom,” but the freedom is limited by the fact that elected 
officers must have the sanction of the Fascist party and the audit 
committee is subject to control by the ministry. Opinions other 
than Fascist are not tolerated. In Germany the movement has been 
impounded in “the labor front,” and is under the control of an 
appointee of “the leader” of that “front.” Although it is claimed 
that no change in the cooperative structure has been made or is con- 
templated, the movement is treated entirely as a tool of the Nazi 
interest. Something analogous has happened in Austria. The coop- 
eratives are at present prohibited from building new societies, 
carrying on any propaganda outside of their membership, or other- 
wise giving the private trader cause to complain. 

Other differentia turn on the voting structure of federations and 
wholesales and on the relation to the general market. In Finland, 
for example, the societies have broken up into two federations. 
The older is organized like the Senate of the United States, so 
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many representatives for each society regardless of the number of 
members or the size of the society’s business. Its principle is one 
society, one vote. The younger or “progressive” federation insists 
on representation for societies in proportion to the membership. In 
relation to the general market, the Scandinavians, the Finns, the 
Italians and the Germans have given up the practice of selling at 
the market price and returning the difference in dividend to the 
purchaser j they prefer to establish an immediate differential ad- 
vantage by underselling the competitor and paying back a smaller 
dividend. Some, English societies among them, do not adhere 
strictly to the system of cash transactions but give credit. Some 
of the societies combine several of the variant features. However, 
none may be regarded as a true cooperative unless it conforms to 
the fundamental Rochdale principles of democratic organization 
and dividend on purchases. 

Another variation, developed this time by the English, is or- 
ganization and control by the federal unions. In 1928, a decision 
was reached to create the Consumers’ Wholesale Retail Coopera- 
tive Society, Limited. The purpose is to set up societies in areas 
where none exist. The wholesale, with the consent of the local 
society, establishes branches on its own initiative. These branches 
possess a certain amount of autonomy, and as customers in sufficient 
numbers accumulate dividends to pay off the cost of shares, the 
wholesale organizes them into societies and hands over the stores 
to their complete control. The method inverts the classical process 
of independent local growth, followed by federation and unifica- 
tion. It is, so to speak, growth by division rather than by accretion. 
It marks a very important change in cooperative process. 

THE CASE OF RUSSIA 

Finally there is Russia. The cooperative movement in Russia 
began almost at the same time as the abolition of serfdom in the 
sixties of the last century. Its leaders were intellectuals and noble- 
men who, moved by the democratic and socialist ideals of western 
Europe, struggled to remedy the condition of the peasant multi- 
tudes of their own country. At all points the mediaeval iriertia of 
the church and the reactionary activity of the state obstructed the 
full development of the movement. Energies were constantly 
being diverted into political channels, but after the bloody failure 
of the Revolution of 1905, many who did not turn to orgiastic 
living for salvation from political despair turned to cooperation. 
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They came to feel that the movement was a sure and easy way to 
freedom. By 1914, the movement had grown from 250,000 mem- 
bers counted in 1898, to 1,400,000 members j from a membership 
mostly urban to a membership three-quarters rural, and controlling 
7 per cent of the retail trade of the country. 

During the World War the cooperatives were the only structure 
that maintained any integrity and sustained in an orderly way the 
economy of a people betrayed by its government during a war 
whose commanders were selling their armies into the hands of the 
enemy. In the period of the war the movement more than trebled 
in size. By 1919, food crises, the breakdown of the markets, the 
disintegration of the general economy of Russia made the co- 
operatives the one focus of stability in the shattered ruins of the 
institutional life of Russia. Russians flocked to the cooperatives. 
Their membership rose to 17,000,000. The local societies were 
served by a good many wholesales whose activities came to need 
coordination. These were reorganized as a national federation, 
Centrosoyus, into which three-quarters of the wholesales merged. 
In 1913, a school of cooperation had been established in the Mos- 
cow People’s University and through this school and otherwise, 
some fifteen hundred instructors were employed to reenforce the 
business of Centrosoyus with a “none-trading function.” The 
Tzarist government came to fear the cooperatives, and in 1915, 
suppressed the Central Cooperative Committee, but the following 
year the rebellious Duma not only restored its powers but gave it 
complete autonomy. In 1918, the Provisional Government en- 
acted a cooperative code and delegated to the Cooperative Con- 
gress, which was thereupon called together, the task of maintaining 
the national economy. 

Then came the communists. The consumer function was inhib- 
ited by the political interest and the producer ideology. Self- 
governing workshops were literally the rage, and production was 
paralyzed by “self-government.” Centrosoyus became merely an 
agent of the state executing the plan of the Commissariat of Sup- 
ply. Under the decree of March, 1920, certain of the essentials of 
the cooperative structure were abolished} voluntary was replaced 
by compulsory membership } the movement was nationalized, and 
the red tape of the Soviet bureaucracy cut off its traditions and 
destroyed its efficiency. By 1921, however, the goveriunent had 
learned an economic lesson. One item in the much-discussed New 
Economic Policy was the restoration of the cooperatives to coopera- 
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tion. By 1930, the cooperatives had been made practically a part- 
ner of government as well as a tool. The state trusts, whose auto- 
cratic rule has replaced ‘‘self-government” in Russian industry, 
now consulted the cooperative movement before they undertook 
production, and the function of distribution was largely left to the 
cooperatives. Nor were they themselves prevented from going into 
production as that seemed feasible. Later their right to hold prop- 
erty had been somewhat returned to them. 

Regardless of sect or party, some seventy-three million Russians 
once were practicing economic democracy through consumer socie- 
ties while they were sufiFering from economic tyranny through the 
state trusts of producers and other producer organizations. For in 
the movement, all peoples of Russia stood equal, regardless of 
sect or class or race or party. In the cooperatives alone could it be 
claimed that a non-communist has the same status, privileges and 
duties as a communist, and enjoys equal liberty to speak, to work 
and to vote. The members of the retail societies elected delegates 
to the meetings of their district unions. These union meetings 
elected the governing boards of the district, and the delegates to 
the Areal or Regional Union, the National Union, and the All- 
Union Congress of the Cooperative Movement. The last elected 
the Centrosoyus, which is the movement’s supreme governing 
body. If cooperatives were subject to the coercions of the superior 
force of the government, and the contamination of its ideology, 
their subjection was not greater than in any other country, and by 
way of recompense they enjoyed a certain privilege and dignity 
for which only the ScandinaAdan countries provide parallels. In a 
country with so low an actual standard of living and so high a 
projected one, the cooperatives bore the major responsibility of 
converting the scarcity under which the average Russian lives into 
the abundance which he has been promised and which to date he 
has not yet enjoyed. The consumers’ cooperative movement ap- 
peared, in the summer of 1935, to function as the citadel of free 
society and economic and personal democracy in Soviet Russia. 

But the winter of 1935 showed that appearances were deceitful 
as usual. Events made it clear that so far as the governnaent was 
concerned, the consumer cooperatives were not institutions of 
Soviet civilization but tools of the dictatorship, to be taken up and 
dropped at will. With apparent suddenness, some 37,000 urban 
consumer cooperative societies, with nearly 10,000,000 members, 
were “liquidated.” Their members’ assets were handed over, with- 
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out recompense, to the State Trading Trusts which assumed their 
functions. City trade was made a monoply of the state, organized 
and controlled from above. The destruction of urban cooperatives 
appears to be coincident with an increase of consumer goods. So 
long as there was a significant shortage of essentials, the coopera- 
tives were allowed to live and work. As the shortage lessens, the 
consumer societies are dissolved. This policy extends to the country- 
side also. But shortage is still conspicuous there, and accordingly 
consumer cooperatives continue in the peasant villages. Centrosoyus 
is now concentrated upon serving these peasant societies. But they 
too will go with the shortage. The first and last interest of the 
Russian dictatorship is production, and human beings as producers. 
It is dominated by the producer mentality, and this, with the best 
will in the world, perforce subordinates life to labor. Glorifying 
labor and regimenting life, it willy-nilly commits itself to the insti- 
tutions of the servile state. 

WORLD federation: the international cooperative alliance 

That the existence of cooperatives in different countries should 
lead to international organization was of course inevitable. This 
organization is implied by the cooperative principle itself and is 
necessitated by the integrative action of the credit-enterprise econ- 
omy. Every wholesale must have correspondents and agents in 
other countries, and it is therefore either compelled to move into 
a sort of imperialism like the capitalist imperialism or toward a 
federalism of the sort that the national structures of the coopera- 
tive movement already exemplify. 

This federalism is still in the making. The first steps toward it 
were, as usual, tentative and cautious. They began as a sort of 
interchange of fraternal greetings between the cooperatives of one 
country and the cooperatives of another. Swiss, Italian, French, 
German, Swedish and Danish cooperators attended the London 
Congress of 1869. For many years letters reporting the status of 
the movement were exchanged between one country and another. 
In 1885, the French fraternal delegates to the British Cooperative 
Congress invited the Cooperative Union to send delegates to a 
conference which should consider the formation of an international 
federation of cooperatives. The function of such a federation was 
to be to serve as a sort of international board of arbitration for 
labor disputes and to teach working-men the principles and prac- 
tice of cooperation . . . the British Cooperative Union partici- 
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pated largely in arranging for the First International Cooperative 
Congress which was called in London in 1896. This Congress 
created the International Cooperative Alliance. 

Consistently with the tradition of such organizations, the mem- 
bership of the Alliance was mixed, individuals and societies. When 
Henry W. Wolff, whom Greening had won to the movement, was 
elected president, he traveled over the continent and secured the 
enrollment of every type of cooperative organization — farmers, 
workers, consumers, producers, credit-unions. At the Congress of 
1902, held in Manchester, the delegates abolished individual 
membership. The consumers’ organizations naturally predom- 
inated, and between 1902 and the World War the work of the 
Alliance consisted in preparing an international cooperative bibli- 
ography, an international directory of the cooperative press, and a 
monthly bulletin in English, French and German. In 1910, the 
first Year-Book was published. During the War the activities of 
the organization were naturally limited, but contacts between the 
cooperatives of the allied countries and some contacts with those 
of the central European countries were continually maintained. 
The first congress after the War was held in Basle, in August, 
1921. It was a new world requiring a readjustment of the interna- 
tional cooperative movement: the Centrosoyus was now represent- 
ing the new Russia as a member of the congress, and the constitu- 
tion was revised. 

Under this constitution the membership of the Alliance may be 
primary cooperative societies, national unions and regional federa- 
tions, and national auxiliary bodies. Eligibility of consumers’ socie- 
ties for membership depends on their conforming to the Rochdale 
principles. Societies of consumers must have for their object social 
and economic benefit of their members and observance of the 
principles embodied in the rules of the Alliance and the resolutions 
of International Cooperative Congresses. The congress, which 
meets every three years, is the supreme authority. During the 
intervals between congresses, this authority is delegated to a Cen- 
tral Committee representing the national organizations. The com- 
mittee elect the president and two vice-presidents of the Alliance 
from among their own members immediately after each congress 
and they meet regularly once a year. In addition they elect an 
executive committee which consists of eight members of the Cen- 
tral Committee and the officers. The executive committee meets 
quarterly. The decisions of the congress and its agencies are ex- 
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ecuted by the General Secretary. Members pay minimum dues of 
about $100 a year if they are national organizations. Primary 
cooperative societies pay at the rate of $5.00 for i,ooo members to 
$250 for those with a membership of more than 200,000. 

The objects of the Alliance are the obvious ones of unification, 
information, education and propaganda. It collects statistics, main- 
tains a permanent library and press, helps forward cooperative ac- 
tivities of every sort, maintains friendly relations with other inter- 
national bodies such as the International Federation of Trade 
Unions, the League of Nations and the International Labor Office. 
Since the Basle Congress of 1921, it has instituted International 
Cooperative Day, established the “rainbow” as the badge of the 
cooperators of the world, and taken over from the British Co- 
operative Union the International Cooperative School. The Bul- 
letin of the early years is now The Review of International Co- 
oferation. The Alliance has been recognized by the international 
agencies of governments like the International Labor Office and 
the Council of the League of Nations as the spokesman for the 
cooperators of the world. It has collaborated with the International 
Labor Office in the collection of cooperative statistics. It is repre- 
sented at the International Economic Conference at Geneva. 

INTERNATIONAL COOPERATIVE WHOLESALE SOCIETY 

Of course it has endeavored to develop an international co- 
operative wholesale society and to facilitate international coopera- 
tive trade. The Scandinavian countries, Denmark, Sweden and 
Norway, had already in 1916, formed the Scandinavian Coopera- 
tive Wholesale Society and buy coffee and other materials to- 
gether. The advantages of this practice led to study of the possi- 
bilities of developing it on a wider scale. On the basis of the 
information accumulated, twenty-five wholesale societies affiliated 
as the International Cooperative Wholesale Society. At the mo- 
ment, this society functions as a middleman between its constituen- 
cies and to many it is not clear of just what use such a middleman 
might be apart from acting as a clearing house for information. 
Others §ee a development analogous to the national developments. 
They believe that an autonomous international wholesale, in busi- 
ness on its own account, is a way out of the difficulties that attend 
trading when one wholesale acts as an agent for others. Certainly 
the International Wholesale can buy for many others. In addition, 
the Alliance has been encouraging international collaboration by 
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the cooperatives in banking and is assembling information to facili- 
tate a mutual exchange of services. The hope is to establish an 
international bank which will serve the interests of international 
cooperative trade. The same thing holds for insurance. 

In the face of the world-wide autarchic trends, the Alliance, 
representing some forty countries, some hundred and forty-three 
national unions, ninety-one thousand federations and one hundred 
million members, at its congress in London, September, 1934, 
‘^refused to accept the moral obligations of political neutrality 
and cash trading.” Several delegations held that neutrality was 
impossible in the present state of the world and that cash trading 
is not applicable to the elaborate credit economy of the twentieth 
century. On the basic Rochdale principles there could be no dis- 
agreement — open membership, democratic control, limited interest 
on capital, dividend on purchase and education. It reaffirmed its 
adherence to the cause of peace and disarmament, and urged the 
members to employ the Alliance as their international agency in 
protecting both producer and consumer against capitalist exploita- 
tion, in assisting farmers and small producers, and in building up 
the International Cooperative Wholesale Society as their instru- 
ment to increase the interchange of goods between the countries of 
the world. The decisions indicate that the international movement 
remains the carrier of the democratic tradition in which cooperation 
began. Within it the old issues between sectarianism and non- 
sectarianism, individualism and collectivism are still active. The 
influence of the Russian frame of mind, with its dogmatism, its 
aggressive idealism, is conspicuous, but the dominant note is still 
the note of freedom which was struck in the expression laissez-faire 
and of which voluntary cooperation is the logical development. 

The Cooperative Program: Criticism by Economists® 

The Immediate aim of cooperative societies is to satisfy the 
needs of their members better and more economically than is done 
by existing institutions 5 for example, if the need be bread, to 
furnish it of better quality, juster weight, and more cheaply than 
the bakers can supply it. Is their claim to do this well fouilded? It 
seems at first sight very daring, for is it probable that simple con- 
sumers, who by their very definition are not specialists, could be 
capable of making bread or supplying any other service cheaper 

® Quoted, with permission, from Consumer^ Cooferative Societiesy by Charles Gide, 
Alfred A. Knopf, New York, 1922, pages 22-30 and 38-4.7. 
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and better than the bakers or members of the trade? Is not that a 
contradiction of the great law of the division of labor and of ex- 
change? Is it not a return to a state of savagery, to the life of a 
Robinson Crusoe, or to a feudal family who had to provide for all 
their needs by their own exertions? 

That is the objection on which the economists lay stress 5 yet the 
experience of nearly all countries for the last half century, vouched 
for by countless successes, has proved indisputably that the claim 
made by cooperators is well founded. No doubt the cooperative 
business is heavily handicapped, first of all by the lack of technical 
(^^.pacity, and even more by the lack of personal management, of 
“the master’s eye.” The manager lacks the stimulus of individual 
profit, whether he be a salaried official or even a philanthropist. 

But, on the other hand, a cooperative society, having to provide 
for the needs of its members only, can do so with certainty, par- 
ticularly if its members are conscientious and loyal in purchasing 
from the store. It has not to run the risks of bad speculation and of 
bad stock which must be sold at a loss. Besides, the cooperative 
business, as it does not need luxurious premises — since it does not 
appeal to the public — ^and as it runs no risks of bad debts — since it 
does not usually sell on credit — ^is freed from the two heaviest ex- 
penses which weigh on ordinary commercial enterprises. Finally, a 
cooperative society can often obtain the services of honest, capable, 
and devoted managers at a far lower price than capitalist enterprises 
have to pay. 

... In fact, contrary to general belief, one does not find more 
failures among cooperative societies than among ordinary traders, 
and where statistics are procurable they show that cooperative 
failures are fewer. The cooperative review of Hamburg {Kon- 
swmgenossenschafts Rundschau) y in its number of i8th January, 
1908, commented on the official statistics of failures in the German 
Empire for 1905-1906. In capitalist enterprises with share capital 
there were 24 failures, out of 4,952 companies, a proportion of 
4.85 per 1,000, and there were 27 failures out of 25,714 coopera- 
tive societies, which is a proportion of 1.43 per i,000 only. True, 
the majority of these cooperative failures were credit, and not 
consumers’, societies, which would make the average more favor- 
able j but, on the other hand, it should be noted that the statistical 
returns of the capitalist concerns refer to large businesses only, and 
not to small traders, and that the latter are the ones whose failures 
are most frequent. 
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As for saying that cooperative organization abolishes the division 
of labor and brings us back to the primitive times when each man 
was constrained to produce for himself everything essential for his 
needs, it is true in so far as one can say that a consumers’ coopera- 
tive society is an enlarged family which — as was formerly the case, 
and is the case today on certain farms — ^makes its own bread and 
jam, and which also spins, weaves, washes, &c. Yet it is not the 
consumer himself who does all that, but specialized workers, pref- 
erably members of the societies. If the division of labor is abol- 
ished from the economic point of view it remains in full force from 
the technical point of view, and that is enough to ensure progress. 

One may say that cooperative association confines itself to 
transforming that cooperation which already exists in a latent state 
in all human society into conscious, organized cooperation. It is 
one of the favorite themes of economists to point out how the play 
of individual efforts produces involuntarily a general harmony j 
unfortunately, facts prove that this harmony is often but a fright- 
ful discord. The cooperative society’s role is to make each man play 
in tune j it is the conductor of the orchestra. 

... If the greater number of cooperators only seek from co- 
operation the means of living better, there are a small number in 
every country where the cooperative movement has made head- 
way, who seek something more from it — ^the attainment of greater 
justice in economic relations. It is not for nothing that the Roch- 
dale weavers called themselves the ‘‘Equitable Pioneers.” They 
did not content themselves with seeking from cooperation an in- 
crease in comfort for the poorer classes, “the chicken in the pot” 
promised by King Henry IV. They sought to find in it an instru- 
ment of economic transformation, not only in the sphere of ex- 
change, but also in that of production and the division of wealth. 
A cooperative organization for the distribution of wealth which had 
as its foundation a competitive system of production would form 
a highly unstable, perhaps uninhabitable eifice. They also sought 
to find in cooperation an equitable division of wealth, enabling the 
consumers to keep for themselves all the gains of the enterprise. 
Their system is the inauguration of a new system of the .division 
of wealth} it would mean that capital would have no more profits. 
Cooperation, therefore, means nothing less than an economic sys- 
tem destined to supersede capitalism by mutual aid, by one more 
like the earlier “domestic” system. 

Cooperative association brings with it the hope of moral prog- 
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ress ; but in abolishing the pursuit of profit as the only real motive 
of economic activity — substituting for it the sole aim of satisfying 
needs — ^whilst abolishing advertisement, lying, cheating, and in- 
ducements to extravagance, cooperation will succeed in establishing 
in business a reign of truth and justice j in short, it will establish 
the “fair price.” If we sought to define the object of cooperation in 
two words these last would be enough. 

No doubt economists will reply that to seek such an end is un- 
scientific, because neither cooperative association, nor even the 
State, has the power to fix a “fair price,” or any price. Only the 
economic factors known as “the law of supply and demand” are 
able to do this. 

Still, the fixing of prices is more and more the end sought by 
commerce and industry; they seek to safeguard prices from the 
fluctuations caused by competition. It is for that reason that the 
fixed price has become the rule in all big markets, and that the 
manufacturers themselves tend more and more to compel shop- 
keepers to sell goods bearing their trade-marks at a fixed price, by 
forbidding them to sell below the price marked. This system, which 
has spread widely in the United States — ^under the name of “price 
maintenance” — has hardly yet appeared in France, except amongst 
chemists — for patent medicines — and among publishers. 

But the fixed price has nothing in common with the cooperators’ 
“fair price”; instead of eliminating profit it increases it, making it 
a direct element in the price of goods. If this system becomes gen- 
eral the consumer will be absolutely handed over to the discretion 
of the producer. That is why it must be answered by the coopera- 
tive system, which also tends towards fixed prices, but prices fixed 
by the consumer, and forbidding sale above the price marked. 

We shall see, later, by what developments of cooperative asso- 
ciation it is hoped to produce these great results, but we can say at 
once that it is by asking cooperators to give up, either wholly or 
in part, the individual economies which they gain from coopera- 
tion, or, at least, to deposit their annual savings in cooperative 
hands and to use the collective capital thus constituted to erect fac- 
tories, buy land, and build houses, the profits from which will 
naturally go into cooperative funds, so that cooperation, like the 
snowball, will, little by little, swallow up the profits which up to 
now have gone exclusively to those who possess capital. It is not a 
question of expropriatmg the capital already in the hands of the 
capitalists, but one of forming new capital for the working classes. 
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Socialists object that it is ridiculous to suppose that the wage- 
earning classes will ever be able to raise from their wages — ^which 
are already insufficient to support them — new capital. But why, 
since they admit (not without exaggeration, but that is of little 
importance) that all existing capital is but the product of labor, 
formed by the labor of past ages, why not admit that new work 
exerting the same effort can produce as much capital and keep it 
for itself? And if the workers gave up supporting the old capital 
and turned themselves solely to using the new capital which would 
be their own, then the old capital would gradually become useless, 
would become dry and empty as the cocoon after the butterfly has 
taken flight. 

'We recognize that this ideal is far from being realized, and that 
cooperation has not done much toward reforming commercial 
customs. The pursuit of bonuses — “divi-hunting,” as the English 
call it — ^is scarcely less keen than profit-hunting, and there are even 
societies into which the worst bourgeois vices, such as illicit com- 
missions, have introduced themselves. But that happens only when 
the cooperative society, instead of reforming current conditions, 
has let itself become saturated by them. In spite of such cases of 
unfaithfulness to the cooperative ideal cooperation none the less 
keeps its striking characteristic of being at the same time highly 
idealistic and very practigal. It is at once Martha and Mary, Don 
Quixote and Sancho. It follows the blue bird, but instead of seek- 
ing it in the Fortunate Islands, shuts it up in a shop. It sets before 
itself the reformation of the world; it begins by sweeping the 
pavement before its own door and setting its own house in order. 
It follows the stars; but looks before it leaps. Professor Marshall, 
the eminent economist, said in his speech as President of the Co- 
operative Congress, at Ipswich, in 1889: “What distinguishes 
cooperation from every other movement is that it is at once a strong 
and calm and wise business, and a strong and fervent and prose- 
lytizing faith.” 

One often hears the somewhat academic question discussed: Is 
cooperation an end, or only a means? For the great majority of 
those who rally round the cooperative movement “bourgeois” co- 
operation, as it is often called, is only a means, a means of living 
better without spending more or, as we shall see later on, of saving 
without denying oneself. For those collectivists or anarchists who 
support cooperation it is also only a means, a means of preparing 
the advent of the collectivist or anarchist regime by training and 
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arming the people for a class warj by supplying them with the 
necessary fortresses, munitions, and technical training, in order that 
on the morrow of the great revolution the people will find them- 
selves capable of maintaining the services of production and dis- 
tribution. For the differences between the so-called “middle-class” 
cooperation and that called “socialist,” see the last chapter of this 
book. 

But for those who love cooperation for itself, the true coopera- 
tors, whom critics ironically call “mystics,” cooperation is an end 
in itself. Not that they are prepared to rest content with the results 
already gained, but because they believe that cooperation is a living 
organism, and that the results achieved already contain the germs 
of all the possibilities to be wished for in the future, as the seed 
contains the fruit in a latent state. To drop metaphor, they believe 
that each cooperative society which obeys the laws that it has made 
for itself already constitutes a little world organized in conformity 
with justice and social benefit, and that it is sufficient to let it 
develop spontaneously, either by growth or imitation, to realize in 
the more or less distant future the best of all possible worlds. 

In reply to those economists who laugh at these pretensions to 
social regeneration, one may say that they only amount to an at- 
tempt at realizing one of the principles of a classical school of 
economists which Bastiat, a few hours before drawing his last 
breath, expressed in these words: “Political economy must be 
treated from the point of view of the consumer.” The cooperative 
program is to place the consumer in a position of economic domina- 
tion. M. Pantaleoni puts this question: What new element can 
cooperation bring among those which influence supply and de- 
mand? We answer: None, we admit} but it would enable the law 
of supply and demand to work under conditions which open com- 
petition has never been able to realize. 

It is true that public opinion, especially that of protectionists 
and socialists, considers the producer far more useful economically, 
and morally nobler, than the consumer, because he almost always 
produces for others, while the consumer always consumes for him- 
self and for his own benefit, and in consequence that it would be 
wrong to sacrifice the former to the latter. 

But it is merely playing with words to pretend that the pro- 
ducer, in the existing economic organization, lives for others. If the 
baker makes bread he does not seek to feed his customers, but to 
make profits} and if he does feed them it is because this is his only 
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way of gaining these profits. It is only in cooperative association 
that production is organized solely with the view of satisfying 
needs. In fine, it is not a question of sacrificing either the producer 
or the consumer, but of putting each in his proper place in so- 
ciety. But it is evident that the producer only exists for the benefit 
of the consumer, the baker for those who are hungry; it is not the 
other way round It is this truth, too often falsified in the actual 
economic order of things, that the consumers’ society seeks to re- 
establish. 


IN BELGIUM 

. . . Meantime, while English cooperation of the Rochdale 
type was being evolved, in Belgium another type was emerging, 
having quite a different aspect. It is to Belgium (or rather, to cer- 
tain leaders, Cesar de Paepe, and after him, Anseele, Bertrand, 
and Vandervelde) that the merit is due of having united in one 
cooperative party the socialist school and the workmen’s party, 
which, as we shall see later, had become separated. ... Not that 
the cooperative movement has assumed such large proportions in 
Belgium as in England. It is of much more recent date, being 
traced from i88o only, and, having taken from the beginning a 
socialistic and political character, it found itself checked by the 
antagonism of other political parties. Catholic and Liberal, which 
have rival societies in every town. 

But, on the other hand, this struggle has acted as a stimulus to 
cooperation, each party using it as a means of influencing the peo- 
ple. Thus, the characteristic feature of Belgian cooperation is that 
it is mixed up with politics, which is not at all the case in other 
countries — at any rate, up to the present. The socialist party has, 
above all, made the cooperative store not merely (as Anseele has 
said in his well-known phrase) “a fortress whereby to bombard 
the capitalist society with potatoes and 4lb. loaves,” but, better 
than this, a club house for the people, to serve them not only as 
a center for supply, but for meetings, instruction, recreation, 
improvement. It has made cooperation a sort of patronage, differ- 
ent from capitalist patronage but employing the same methods, 
and we might even say using methods which no other patron 
would dare to do today; for instance, the member has to pay for 
his bread in advance each week — ^by buying counters, which means 
that the society borrows from the workman funds for its working 
expenses — and, moreover, the member must pay an addition of 
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one-third of its real price for his bread. But the workman will 
bear from his society what he would not bear from any other 
master. He willingly allows himself to be drawn into a net-work 
of schemes of insurance, providence and mutual aid, which sur- 
rounds him completely from his birth to his death, and follows 
him into all the actions of his domestic, working, and political life. 
He is taught how to vote properly and not to drink alcohol. It is 
in order to keep in daily touch with him and to be able to control 
his actions more minutely that all Belgian cooperative societies 
make the selling of bread the basis of their operations. 

IN FRANCE 

France has been late in taking up distributive cooperation, 
though the social evil “competition” was being unceasingly anath- 
ematized by all French socialists in the first half of the 19th 
century. Therefore, it would seem only natural that cooperation, 
being the antithesis of competition, would appear to them the solu- 
tion sought for. But then, they were seeking the solution in co- 
operation from the productive, and not from the distributive side. 

Indeed, thoroughly discouraged by their failures, the working 
classes turned their backs on cooperation in all its forms. They 
continued to dally with the idea, however, as a solution for the 
social question, in their congresses up to that held at Lyons in 
1878 [Author’s Note. “Considering that the condition of wage- 
earners is but a transitory state between serfdom and a nameless 
condition, the Chambres Syndicales ought to put everything in train 
for the establishment of general societies for distribution, credit, 
and production.” This was a resolution passed at Lyons.] 5 but this 
was the last sign of interest shown by them. From the following 
year when, at the Marseilles Congress, under the initiative of Jules 
Guesde, and influenced by Marxian collectivism — ^then in its in- 
fancy in France — they changed completely and resolved that coop- 
erative societies “could by no means be considered a strong enough 
method for gaining the emancipation of the labouring classes,” 
they voted for the socialization of the means of production. 

Nevertheless, here and there distributive cooperative societies 
were founded. The oldest of these which appears in the Coopera- 
tive Almanac is the Ruche Stefhanoisey of St. Etienne, which dates 
from 1855. But there were others, even older, which have long 
since disappeared, leaving no traces. The idea of grouping together 
for purchase in common is too simple not to present itself often to 
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the mind and not to be acted upon at times. We can cite from 
1823 the existence of a cooperative bakery called Caisse du Painf 
in Alsace, at Guebwiller. 

The great burst of cooperative enthusiasm in 1848, although it 
spent itself almost entirely in efForts to establish productive socie- 
ties, did, nevertheless, bring some distributive societies into exist- 
ence 3 in particular, at Lyons, a great centre of social activity at 
that epoch, there was formed the SociStS des Castors. Several 
works have been written on the history of cooperation at Lyons — 
one by M. Flotard, in the Year Book of Association, published in 
1867, and one more recently by M. Godard, entitled, ‘‘The Origin 
of Cooperation at Lyons” in 1904. A cooperative shop, with some 
curious features, was started in 1835, before the Rochdale Pio- 
neers’ Society was formed, under the name of ^‘Commerce 
Veridique et Social,^ and was threatened with prosecution by the 
authorities. 

During the period 1867 to 1883, although public enthusiasm 
was more concerned with productive and credit associations, there 
were about one hundred distributive societies founded, among 
others, on the initiative of Benoit Malon [Author’s Note. Benoit 
Malon was a socialist of the French School, that is, he was not 
very sympathetic toward Marxianism, but rather sympathized 
with cooperative ideals. He, nevertheless, denounced in vehement 
terms, “the quacks of orthodoxy in the economic school, who had 
driven the workman out into the blind alleys of cooperation.” 
{Manual of Social Economy.')]^^ the Revendication at Puteaux. In 
Paris, in 1867, there were only five or six distributive societies, 
compared with 50 productive and more than 100 credit societies. 
All of these were aifiliated to one of three credit organizations 
(People’s Banks) : Le Credit au Travail, La Caisse des Associa- 
tions Cooperatives, and La Caisse d’Escompt des Associations 
populaires. At this time, cooperation was upheld by such well- 
known economists as Leon Say, Jules Simon, and Walras, but it 
had a more moderate program than that of Rochdale 3 and the law 
of 1867, which we shall examine later, was due to this movement. 
Jules Simon made a very impassioned speech during the discussion 
on this law. 

It was not until 1885 that distributive cooperation took a con- 
scious existence — ^in the town of Nimes — ^thanks to the initiative 
of a little group of cooperators, which included de Boyve, Fabre, 
and several workmen. Since then its progress has been less broken. 
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if not very rapid. The first congress, which assembled in Paris in 
1885? laid the foundations of an organization somewhat similar to 
that which we have described in England. A Cooperative Union 
with a Central Committee, a federation for purchase, annual con- 
gresses, and a journal were started about this time. During some 
ten years, the societies which had joined the Cooperative Union 
remained loyal to the Rochdale program. The Central Committee 
found a general secretary full of enthusiasm and experience in the 
person of Charles Robert, the apostle of profit-sharing; but a pre- 
mature and unfortunate attempt to form a federation for purchase 
in common brought trouble and a certain amount of discourage- 
ment into the Union. 

In the interval, the example of the Belgian cooperative societies 
and the counsel of their chiefs had brought back a certain number 
of French socialists to the cooperative movement. They found in 
cooperation, if not a solution of the social problem, at least a means 
of action, and these men began to form distinctive societies. But 
those societies of socialist tendencies in Paris, which had at first 
belonged to the Cooperative Union, soon withdrew from it because 
they thought the Union too bourgeois in its tendency, and too 
provincial in its little parliament, and in 1895 another group was 
founded composed entirely of Parisian societies under the name of 
Bourse cooferative des sociStes socialistes de consommation. (Co- 
operative Exchange of Socialist Consumers’ Societies.) Socialists 
say that this secession marked the new cooperative era in France. 

In this statement there is a measure of truth, and some ingrati- 
tude. As far as the cooperative program is concerned, the socialist 
seceders have added nothing to that of the founders of the Union; 
but as far as its realization is concerned it is true that their societies, 
being formed exclusively of workmen and animated by class 
prejudice, showed themselves more active, more disciplined, and 
possessed of more solidarity. Nevertheless, the period which fol- 
lowed (which lasted not less than seventeen years) was full of 
quarrels between the socialist group and the so-called bourgeois or 
neutral group which certainly did not help the progress of coopera- 
tion in France. But we shall postpone to another chapter these dis- 
cussions about the various schools of cooperative thought. 

Finally, mainly because of the efforts of some loyal cooperators 
of both parties, and also because of the pressure of cooperators in 
other countries — especially Belgium and England — ^which was ex- 
ercised at every national and international congress, the cooperative 
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movement in France succeeded in regaining its unity. In 1912 the 
two groups were in accord in a declaration drawn up by a member 
of the Nimes school. This declaration, called the Covenant of 
Union, was ratified separately and simultaneously by each federa- 
tion in congress — ^unanimously at the Cooperation Union Con- 
gress, and at the Congress of the Socialist Exchange by a majority 
of 307 to 30 — ^and the Covenant of Union was finally adopted at 
the General Congress at Tours, held from December 28th to 30th, 
1912, in the presence of numerous delegates of foreign coopera- 
tive federations who had come to witness this very happy union. 

However, there were here and there a certain number of socie- 
ties which refused to accept the Union, preferring to break away. 
On the other hand, some which had hitherto refused to federate 
decided to do so from the time when they had not the embarrass- 
ment of choosing between the two federations. On the side of the 
old Cooperative Union, the irreconcilables were the semi-patronal 
cooperative societies. On the side of the socialist group the dis- 
sentients were the large societies of the North not allied with the 
‘‘Guesdist” party, that is to say, the Marxian societies. (Jules 
Guesde was the representative of Marxian socialism in France.) 

It is fortunate that the Union was already established, although 
it had not borne any fruit at the time of the outbreak of war. It is 
owing to this Union that cooperation in France has been able to 
survive the great calamity, and even to render notable services to 
the country and the cooperative principle. 

IN GERMANY 

In Germany the working classes for a very long time refused 
to believe in the efficacy of distributive cooperation because they 
were imbued with the idea or theory of what Lassalle calls the 
brazen law, i.e., the ancient theory which teaches that any reduc- 
tion in the cost of living inevitably brings with it an equal reduc- 
tion in the rate of wages, and that, consequently, this would be the 
unfortunate result of the success of a distributive cooperative soci- 
ety. For this reason the cooperative movement in Germany was 
first started under Schulze-Delitzsch about 1850 in the form of 
cooperative credit, and in this form it has had a wonderful devel- 
opment, more striking even than that of consumers’ cooperation 
in England. There are, in fact, 20,000 cooperative credit societies, 
both rural and urban. 

As cooperative credit is the most conservative of all forms of 
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cooperation it has rallied together the liberal and the bourgeois 
parties, and even the small traders, who have gained great advan- 
tages therefrom. It was a sort of lightning conductor for quite a 
long time, a preventive against the extreme socialism of Lassalle 
and Karl Marx. Thus, credit societies had a high place in the 
federations — ^notably in the General Union of Berlin, the most 
important one founded by Schulze-Delitzsch — ^while the distribu- 
tive societies remained in a secondary position, their only function 
being (in the opinion of the Union) to help the workman to save 
and to be a source of supply for the credit societies. But the federa- 
tion of credit and distributive societies under one banner was im- 
peded by the fact that the small traders (who constituted the 
majority of the cooperative credit societies) declared that the de- 
velopment of distributive societies aimed at their extermination. 
Furthermore, the General Union, which, inspired always by the 
spirit of Schulze-Delitzsch, stood for bourgeois liberalism, and 
defended the middle classes, was unable to accept the socialist 
labour program of social reform which the distributive cooperative 
societies both in Germany and France were beginning to teach. At 
the Congress of Kreuznach, in 1902, held under the presidency 
of Dr. Criiger, disciple and successor of Schulze Delitzsch, a reso- 
lution of the German Union condemned this program as being too 
socialistic. 

Consequent on this motion, the larger number of distributive 
societies resigned, in order to form an independent Union with its 
head-quarters at Hamburg. This Union, however, unlike the Bel- 
gium group, does not profess the socialist faith j it has not allied 
itself with the large socialist democratic party, but by certain regu- 
lations — such as prohibiting societies from selling to the public or 
paying interest on shares — ^it gives to its societies a more “anti- 
capitalist and more mutual aid” character than that which obtains 
in any other country. 

Today, Germany, although very tardy in entering the domain 
of distributive cooperation, advances with gigantic strides. The 
oldest cooperative ^stributive society on the Rochdale system ap- 
pears to have been formed in Neustadt, near Magdeburg, in 1864. 
But it is only in the last years of the 1 9th century that German 
cooperation began to expand. In this field, as in the field of indus- 
try, she aimed at outstripping England, and at her former rate of 
progress, would probably have succeeded, as we shall see by the 
figures in the following chapter. This is interesting, because the 



6o INTRODUCTION TO THE COOPERATIVE MOVEMENT 

superiority of which Germany boasts, in the domain of organiza- 
tion, was not generally recognized, except in so far as it concerned 
compulsory State, or military, organization. Yet here we have a 
kind of organization — free and spontaneous cooperative associa- 
tion — for which Germany displays an aptitude not less remarkable 
than that of the individualist English people. We must remember 
that the qualities, and even the faults of the German race — ^the 
spirit of discipline which can subordinate private to general inter- 
ests, the gregarious instinct which moves it to join together, the 
enormous capacity for carrying things through, the cult of organ- 
ization, even the very worship of the kolossal — are all conditions 
eminently favourable to the success of cooperation in Germany. 
As we shall see in the following chapter, the largest distributive 
societies in the world are to be found in Germany. 
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CHAPTER III 


MORE RECENT ECONOMIC ANALYSES 
(From World War Period to the Present) 


A Study in Constructive Economic Reform^ 

During the years intervening between the outbreak of the World 
War in 1914 and the present (1921) our attention has been fo- 
cused so intensively upon the unprecedented events incident to 
the great conflict that the peaceful elements and constructive forces 
in our economic life have developed and functioned practically 
unnoticed. Among these constructive movements cooperation has 
assumed a position of first importance. The recent growth of co- 
operation has been phenomenal. There is scarcely a nation in which 
cooperative enterprises have not made unusual records in the pro- 
duction and distribution of goods during the last six years of 
world-wide readjustments. This significant growth has revived 
the interest of the general public in a movement which is founded 
upon a principle of economic activity diametrically opposed to the 
commonly accepted idea of competition. 

The development and present status of the cooperative move- 
ment should command thoughtful consideration for several rea- 
sons. First, it manifests the practical possibilities of the fundamen- 
tal principle, upon which all such reformist schemes are established 
— ^the principle of mutual interest and cooperation j second, it re- 
veals the persistence and determination of wage-earners to im- 
prove their economic status by controlling agencies of distribution; 
third, it demonstrates the wisdom and sanity of peaceful, construc- 
tive, and deliberate action in the solution of the serious economic 
problems of modern civilization; and, fourth, it proves conclu- 
sively that workingmen can organize and operate successfully busi- 
ness enterprises. . . . 

^ Quoted, witli permission, from CoofercUton, A Stud’y tn ConstructfQS R 0 form^ 
by Gordon S. Watkins, Ph.D., University of Illinois Bulletin, Vol, XVIII, No. aS, 
March 14, 1921, pages 5-J| and 78«8i» 
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CONDITIONS OUT OF WHICH COOPERATION DEVELOPS 

The existence of private profits and a high price level is not the 
only condition that stimulates the development of cooperative en- 
terprise. No less important is the fact that under modern condi- 
tions and methods of production, distribution and credit, the 
amount of capital required to organize and operate a business is 
usually so large that it is very difficult, if not almost impossible, 
for the average wage-earner or salaried man to engage in inde- 
pendent enterprise. Cooperation provides a medium through which 
the modest savings of these classes may consolidate to finance the 
production and distribution of goods and the construction of 
homes, and at the same time make possible the accumulation of 
additional capital to finance even larger scale operations. As the 
economies and efficiencies of large scale production and distribu- 
tion are eflFected the cooperative enterprise becomes self-sustaining 
and self-perpetuating, yielding the benefits of business to those 
who patronize and support it. 

The above explanation of the character of cooperation suggests 
that cooperation in its functional aspects may assume one of sev- 
eral general forms. Generally these are known as ( i ) distributive 
or consumers’ cooperation, or the sale of commodities by an asso- 
ciation of persons who desire to eliminate the merchant middle- 
man and his profits, thus appropriating for the consumers the ad- 
vantages and benefits of the business 5 (2) producers’ cooperation, 
sometimes referred to as labor copartnership, which is an organiza- 
tion of individual workingmen who seek to dispense with the pri- 
vate employer and his profits and to secure the benefits of the 
enterprise for the laborers themselves j (3) cooperative credit, 
which consists of associations of individuals who endeavor to obtain 
the advantages of collective capital and credit by eliminating the 
profits of the private financial institution. In addition to these three 
general types of cooperation two other forms have assumed suffi- 
cient prominence to entitle them to separate classification. These 
are (4) cooperative insurance, the purpose of which is to dispense 
with the private insurance company and its profits, and to secure 
for the members of the association the benefits of safe and reason- 
able insurance} (5) cooperative construction, comprising an asso- 
ciation of persons, such as building and loan societies, who en- 
deavor to make possible economical construction and convenient 
payment in the building of homes. 
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. . . No one can study the cooperative movement in Europe, 
even in the light which the present brief outline throws upon that 
subject, without recognizing the grasp which the cooperative ideal 
has upon the minds of the polyglot peoples of the Old World. 
The recent phenomenal growth of the movement in countries 
whose political, social and economic structure has been shaken to 
its very foimdation, if indeed the very foundation itself has not 
been destroyed as in Russia, is striking evidence of the practical 
possibility of the fundamental principles of cooperation. Of one 
thing we may be assured, namely, that the cooperative movement 
has become a permanent phase of the economic life of Europe. 
A second fact of no less significance is that cooperation stands 
supreme among the movements that seek economic reform and 
readjustment in a peaceful, evolutionary, and constructive manner. 
The immediate program of cooperation — ^the elimination of the 
middleman — ^has been achieved on an unexpected scale. Whether, 
out of the political and economic chaos of Europe, the cooperators’ 
ideal commonwealth, founded on mutual aid and functioning in 
the interest of all, will ultimately emerge, is a question which 
only time can answer. At present there appears to be little ground 
for thinking that this ultimate program of cooperation will be 
realized in the immediate future. 

When we turn to the United States and Canada, in which con- 
ditions of life are quite similar, we find cooperation holding a 
relatively inconspicuous position in economic life. The achieve- 
ments of the movement in these countries in recent years give 
some promise of greater stability and continuity, but it cannot yet 
be said that cooperation has become a very potent factor in their 
productive and distributive systems. It may not be that the present 
period of unemployment and price recession will result in an ebb- 
ing of the tide of cooperative effort, but for a long period to come 
cooperation will attain no such prominence in the United States 
and Canada as it has achieved in the Old World. There is every 
reason to believe, however, that the movement in these countries 
will experience a steady growth. 

” REASONS FOR A SLOWER GROWTH IN AMERICA 

What has just been said suggests the inquiry as to the reasons 
why cooperation has developed so tardily and achieved so little 
success and permanence in North America. Generally speaking, 
there has been a higher degree of individual comfort here than 
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in Europe, which has made people less cognizant of the need for 
small economies and so has retarded the expression of the associa- 
tive spirit and the development of cooperative action in produc- 
tion and distribution of commodities. In new countries, as the 
United States and Canada, the abundance of economic resources 
and the prevailing opportunity for economic prosperity have de- 
veloped a spirit of individualism and competitive achievement. 
There has been neither the economic necessity nor the individual 
inclination to develop a system of cooperative enterprises. As free 
access to the soil and the open door to individual enterprise are 
closed to the masses of our people, we shall doubtless have a 
greater measure of cooperative effort in production and distribu- 
tion. In regard to the acquisition of land we are rapidly reaching 
that status, and the growth of corporate organizations and indus- 
trial consolidations indicate a narrowing of the field of individual 
enterprise, but for a long time to come America will, in all prob- 
ability, continue to reward so generously individual enterprise and 
initiative that the cooperative movement will have difficulty in 
enlisting leaders and managers with business acumen and ingenuity. 

Careful examination of cooperative associations in America re- 
veals the following specific reasons for their slow development 
and frequent failure on this side of the Atlantic: 

1. Geographic isolation of individual societies, which has pre- 
vented the development of solidarity of interest and pro- 
tective measures. 

2. Isolated societies have been organized frequently by peo- 
ple wholly ignorant of essential principles of business or- 
ganization and inexperienced in sound policies of business 
administration and operation. 

3. The absence of a spirit of thrift among the common people 
which precluded the appeal of small economies in pur- 
chasing. 

4. The polyglot or heterogeneous character of the population 
which has made cooperative effort difficult. National and 
racial prejudices have destroyed the good-will so. essential 
to successful cooperation, consequently much of our pros- 
perous cooperation is found among distinct racial and 
national groups, such as the Finns, the Russians, the Ger- 
mans, and the Jews. 

5. Unscrupulous managers who, lacking true loyalty to the 



MORE RECENT ECONOMIC ANALYSES 67 

cooperative ideal, have either administered the stores for 
selfish purposes or conducted the business carelessly and 
inefficiently. 

6. The excessive extension of credit on sales, a serious de- 
parture from pure Rochdalism, has resulted in the ac- 
cumulation of bad debts and bankruptcy. 

7. The unwise practice of attempting to sell commodities at 
cost rather than at standard or prevailing prices. 

8. The strong competition of immense chain-stores, depart- 
ment stores, and mail-order houses, capitalized at millions 
of dollars, and frequently able to undercut prices in order 
to lead customers from the small enterprise. The presence 
of “Kash and ICarry,” “Atlantic and Pacific,” “Piggly 
Wiggly,” and other self-service stores, together with Sears 
Roebuck, Montgomery Ward, and other mail-order com- 
panies offers stiff competition to the cooperatives. 

9. The unrelenting opposition of private retailers and whole- 
salers who bend every effort to crush the cooperative 
enterprises. 

10. The degeneration of cooperative movements into aggres- 
sive labor organizations, placing more faith in strikes and 
boycotts and collective bargaining than in cooperative busi- 
ness ventures. 

11. The mobility of American wage-earners, a frequent migra- 
tion of the population either from one section of the coun- 
try to another or to and from the mother countries, is not 
conducive to permanent interest in a cooperative sodety in 
a particular place. 

12. The lack of a unified policy and the failure to centralize 
administration of educational and publidty work. A be- 
ginning has now been made in this regard by the organ- 
ization of the National Cooperative League of America, 
with headquarters in New York. 

13. The absence of adequate cooperative wholesale fadlities, 
a difficulty which is rapidly being eliminated through the 
new movement for cooperative wholesale sodeties, already 
discussed in this study. 

The advantages accruing to the working classes from coopera- 
tive enterprise are many. Aside from the monetary benefits de- 
rived, cooperation acquaints its supporters with the practical 
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methods and policies of business administration, develops an 
awakened and intelligent interest in the political and economic life 
of the nation, promotes the spirit of mutual social service and 
altruism, and creates a financial reserve and an economic organi- 
zation which are always beneficial to the laborers in periods of 
unemployment and industrial depression. For these reasons the 
ideal of cooperation will never be totally absent from the minds 
of wage-earning groups. Nor is it desirable that such an ideal 
should be absent from the minds of our citizens. In these days 
when forces of readjustment seem to degenerate easily into revo- 
lutionary agencies, the wisdom of encouraging peaceful, construc- 
tive business ventures owned and operated by wage-earners and 
salaried groups cannot be overestimated. 

Growth of Interest in the Cooperative Movement^ 

A surge of interest in the theory and practice of cooperation has 
occurred in the United States since 1930. Hundreds of study 
groups and forums have dissected the cooperative movement and 
have speculated on its future possibilities. In many cases these dis- 
cussions have been sponsored by various religious groups, both 
Jewish and Gentile, Catholic and Protestant. This aspect of the 
movement reached a peak with the 1936 transcontinental lecture 
tour of the Japanese, Kagawa, who told of the success of co- 
operation in Japan and urged his hearers to duplicate it as a prac- 
tical application of Christian principles in the economic sphere. 

Accompanying these discussions there has been increased activ- 
ity in practically all phases of the cooperative movement in the 
United States. Credit unions have grown in size and number. 
Various forms of agricultural cooperative activity have expanded, 
largely under the influence of “farm bureau” organizations. Con- 
sumers’ cooperation has grown to include some 6,500 cooperative 
buying organizations, with something less than two million mem- 
bers, doing a business of over a million dollars a day. (A substan- 
tial portion of this is represented by purchases by farmers of mate- 
rials such as fertilizers and gasoline used in production.) About 
500 retail stores are operated by consumer cooperative groups. 

Although the federal government has long been interested in 
cooperatives, that interest has deepened and broadened since 1934. 
Through the Department of Agriculture considerable assistance 

® Quoted, with permission, from Comparatwe Ecomtmc Systems^ by William N. 
Loudts, Ph.D., and J. Weldon Hoot, Ph.D., Harper & Brothers, New York, 1938, 
pages 677-691. 
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has been rendered to cooperative credit unions and various agri- 
cultural cooperative enterprises. More recently a Presidential 
Commission studied European experience with cooperation, and 
in its report advocated federal advisory assistance for coopera- 
tives and the opening of federal credit for use by cooperatives. In 
some instances the cooperative movement has aroused the interest 
and assistance of particular individuals who were in a position to 
render it service. The late Edward Filene, the Boston merchant, in 
1935 established a fund of a million dollars for use in consumer 
cooperative experiments. Mr. Filene, who already had been in- 
strumental in establishing the cooperative credit union movement 
on a substantial basis in the United States, contended that con- 
sumer cooperatives must start on a scale roughly comparable to 
the large department stores if they are to be successful. To that 
end his associates have organized one large-scale consumer co- 
operative enterprise (at Greenbelt, Maryland, a community of 
900 families established by the Resettlement Administration, now 
the Farm Security Administration) and are planning others. The 
word “cooperation” is used so widely and so loosely that particu- 
lar care must be taken to note what is meant by the “cooperative 
movement” referred to here. 

... As used here, cooperation means the joint activity of indi- 
viduals in carrying on certain economic processes, from which they 
as individuals will realize the total benefit. Individuals participate 
in the activity neither as employees, nor as profit-seeking enter- 
prisers, nor as citizens, but as the beneficiaries of their own collec- 
tive activities. Thus the cooperation is neither unconscious and 
automatic, as it is under capitalism, nor directed closely by the 
machinery of a socialist, communist, or fascist state. It is con- 
sciously and voluntarily undertaken by those individuals who wish 
to share in the specific proceeds of the cooperative endeavor. Since 
these benefits may be of either a froductivsy financial, or consump- 
tive nature, three broad categories of cooperative activity fall 
within the scope of the cooperative movement. . . . 

How can the recent extensive and intensive growth of interest 
in consumers’ cooperation in the United States be accounted for? 
As it has been described here, consumers’ cooperation appears to 
be a rather primitive thing. The physical facilities used by co- 
operative groups, particularly by newly formed units, are often of 
the crudest kind, being incomparably inferior to the elaborate 
large-scale retail facilities to which the masses of urban and many 
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non-urban buyers have access. Limited varieties of goods are car- 
ried by cooperatives, and these are concentrated especially in cer- 
tain lines of merchandise. Such important consumption items as 
clothing, housing, recreation, medical service, and education have 
been largely untouched by consumer cooperation. The conven- 
iences of credit purchases and delivery service are almost wholly 
lacking among cooperatives. In short, the very idea of self-help 
or mutual assistance in this era of specialization and pecuniary 
acquisition seems almost a throwback to primitive times. However, 
if one were to examine carefully the position of the consumer in 
recent years, he would find many forces which have contributed 
to the rising interest in consumer cooperation. Some of the more 
important of these may be mentioned: 

I. The natural lateness of development of consumer self-con- 
sciousness. It is well known that we are often less aware of the 
experiences with which we are in closest contact than of those 
more remote but less regular and routine. Circumstances into 
which we are born are less intently realized than are those which 
come to us anew at mature years of life. Each of us is born a con- 
sumer but becomes a producer. Consumption activities arise auto- 
matically with the existence of life and, at least up to a certain 
point, expand automatically with the developing needs of the in- 
dividual. The longer the customary period during which the indi- 
vidual person is nurtured by the family without much active search 
for goods on his part, the greater the degree to which consumption 
activities will be accepted and participated in by mature individuals 
without much individual conscious rational direction of those ac- 
tivities. There is no time at which a person becomes a consumer. 
He just goes on from the very first continuing to be a consumer, 
and accepting those consumption processes to which he has more 
or less unconsciously become accustomed and to which he has 
adapted himself. 

In contrast with this, the individual does become a producer at 
some fairly definite and usually mature age. Thus, the problems 
which he experiences as a producer are much more likely than are 
consumer experiences to register themselves with force upon his 
consciousness. Individuals in general may thus be said to be natu- 
rally more conscious of the “producer” or “labor” side of their 
lives. It is only when the individual has the consumer aspects of 
his life called to his attention that he becomes actively conscious 
of the basic and intricate problems which confront him in this 
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Sphere. Recently numerous students of economics have singled out 
consumption aspects of economic processes for special study, and 
the general eflFect of this has been to arouse widespread interest 
in consumer problems which previously lay half-hidden among 
the customary and routine practices of our economy. This devel- 
opment has come rather naturally with the maturing of our eco- 
nomic life, and with the devotion of more and more effort to a 
scientific analysis of its nature. 

2. The increasing realization by the consumer that singly he 
can know little about the products he buys. The increasing diver- 
sity of goods available to consumers and the baffling proliferation 
of styles, shapes, colors, substitutes, and sizes have brought home 
to the consumer as never before his helplessness as an individual 
in trying to make those choices which will yield him the most 
satisfaction for a given expenditure of money. The technical 
knowledge needed to buy intelligently in just /mi? of goods, 
such as textiles, automobiles, housing, or foods, would require 
almost a lifetime to acquire. Various books, such as Your Moneys s 
Worth (S. Chase and F. J. Schlink, Macmillan, New York, 1927) 
and A Hundred Million Guinea Pigs (A. Kiallet and F. J. ^hlink. 
Vanguard, New York, 1933), and numerous periodical and pam- 
phlet articles have completed the job of persuading the consumers 
of their individual helplessness. A monthly “digest” of articles of 
interest to consumers has recently appeared on news stands. “Con- 
sumers Research” and “Consumers Union,” testing bureaus which 
give confidential information to their consumer-members, repre- 
sent collective efforts to dispel this individual ignorance. 

3. The increasing feeling by consumers that they are not greatly 
helped, and often actually handicapped, by the influence of mod- 
ern advertising upon their choices. Criticisms of modern adver- 
tising are so familiar to all of us that little need be said on this 
subject. False claims, ridiculous exaggerations, and meaningless 
statements too often make up the bulk of attractive advertise- 
ments, while testimonials and appeals to fear of social offense 
represent the lowest possible form of bludgeoning the consumer 
into making choices of questionable merit. Increasingly large and 
vociferous groups of consumers are protesting such tactics. 

4. The consumers’ increasing conviction that retail mark-ups 
are xinnecessarily high and include unjustified items of so-called 
“cost.” Much waste and duplication of equipment and effort in 
the retail field obviously react upon prices, to the detriment of 
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the consumer’s purse. The costs of modern advertising and selling 
devices, which are often of little or no help to the consumer, are 
figured into retail prices as legitimate cost items. The cost of carry- 
ing credit customers and of losing bad debts in many cases is borne 
by cash customers. The costs of operating delivery services are 
spread over all merchandise handled, including that carried away 
by the buyer. Overhead costs of merchandising equipment, more 
elaborate than is desired by many buyers, are nevertheless borne 
by prices paid by all buyers. Many consumers today challenge 
these and other similar cost items in retailing, and feel that there 
should be some way of reducing mark-ups which superficially 
appear to cover merely merchandising costs. 

5. The unwillingness of manufacturers and sellers to grade and 
label merchandise in terms meaningful to consumers. In practically 
every line of consumers’ goods, there is an attempt made to use 
terminology which will carry to the consumer implications un- 
warranted by the qualities of the merchandise. Thus “solid ma- 
hogany” furniture within the trade may mean mahogany veneer 
or gumwood, but to the consumer-buyer it means something quite 
different. Such terms as “all wool,” “pure silk,” “guaranteed,” 
“gold-filled,” “seasoned,” and many others, actually mean some- 
thing quite different than the common usages of these words con- 
vey to the consumer. Many of the terms used in labeling packaged 
or canned foods are practically meaningless. Such terms as ‘^first 
grade,” “prime,” “fancy,” “de luxe,” “giant,” “pure,” “home- 
made,” carry to the prospective buyer meanings very different 
from those attached to them by the manufacturers and sellers. 
When bottled olives are labeled “large,” “extra large,” or “giant,” 
how is the buyer to know that the term “small” is never used, and 
that the olives labeled “large” are really the smallest put on the 
market for sale? The federal government has established a system 
of grading caimed goods, specifying what qualities each article will 
have to possess before it can be labeled “A,” “B,” “C,” or “D.” 
Since these specifications are also available to consumers, this plan 
offers the consumer a method whereby he can tell just what tfie 
label means. As the federal government has no power to force 
canners to use this grading system, it has tried to induce them to 
accept it voluntarily. Today, only an insignificant portion of canned 
goods is coming to the market labeled in accordance with this sys- 
tem, practically all canners still preferring to label their product 
i^ith such terms as “fancy” and “de luxe” which, since they can 
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mean anything, actually mean nothing. The unwillingness o£ the 
producer to make labels talk in terms understandable and mean- 
ingful to consumers has aroused many vigorous protests. 

6. The lack of governmental interest in consumer problems. 
For many years such federal agencies as the Department of Com- 
merce have spent millions of dollars annually in assisting produc- 
ing concerns to solve their problems and to find domestic and for- 
eign markets for their products. Through the Bureau of Standards 
the federal government has made its own purchases on the basis 
of scientifically tested qualities of commoities. Meanwhile the 
consumer has drawn comparatively meager benefits from such ac- 
tivities as the enforcement of an antiquated and inadequate Pure 
Food and Drugs Act, and has indirectly benefited somewhat from 
anti-trust legislation. State governments may have done more, but 
still exceedingly little, to assist consumers. In the formulation of 
National Recovery Administration codes, consumer interests, com- 
pared to industrial and labor interests, were represented by a third- 
rate agency with practically no power to modify code provisions for 
consumer protection. Approved codes contained a variety of provi- 
sions clearly detrimental to consumer welfare. While code writers 
in many cases were permitted to put into codes collective price- 
control practices and provisions for the destruction of new and 
more efficient distribution agencies, they absolutely refused, and 
were not required, to write into codes provisions for grading and 
labeling goods in ways which would assist consumers to make more 
intelligent choices. In general, it may be concluded that govern- 
mental agencies in the United States have not been substantially 
sympathetic to, or interested in, consumer problems. 

7. The pressure on consumers during depression years to stretch 
their dollars as far as possible. This pressure came automatically 
with the deepening of the depression of the early ’thirties. It un- 
doubtedly caused consumers to do more careful buying than they 
had been accustomed to do during years of prosperity. Although 
its influence may be transitory, it has nevertheless served to stimu- 
late widespread and intense interest in problems faced by the in- 
dividual consumer. 

8. The growth of consumer cooperatives in Europe. One of the 
most important stimulants to interest in consumer cooperatives is 
the development of the movement in certain parts of Europe, 
particularly in Great Britain and the Scandinavian countries. Aftqr 
various sporadic attempts at consumers’ cooperation in 
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Britain, the movement really got a foothold -with the organization 
of a cooperative by some twenty-eight textile workers at Rochdale 
about one hundred years ago. Since then the practice of consumers’ 
cooperation has spread throughout the country, but never at a 
phenomenal pace. Gradually wholesales have been organized by 
the cooperative retail groups, and in some instances even manu- 
facturing units have been acquired. The case of tea is usually cited 
as evidencing a completely integrated consumer cooperative activ- 
ity, since the cooperatives have acquired tea plantations in the 
Orient, and own and operate ships for transporting the product to 
Great Britain. There are some i,ioo cooperative stores in Great 
Britain, with about 7,000,000 families as members. About 
$500,000,000 of capital is owned by the cooperatives, which do as 
much as 40 per cent of the total retail trade in certain lines in which 
they specialize. In Sweden about 10 per cent of all retail trade, 
and 20 per cent of the retail trade in footstufFs, flows through con- 
sumer cooperatives in which approximately one-third of the popu- 
lation hold membership. In Finland, one-half of the population 
are members of consumer cooperatives. It is estimated that about 
100 millions of families are connected with consumer cooperatives 
the world over. (This does not include “consumers’ cooperatives” 
operating in the Soviet Union. These are so closely regulated by 
the government and so intimately integrated, with the socialized 
economy that they are basically different from consumer coopera- 
tives operating in other countries.) 

This European experience has been noted by students of eco- 
nomic affairs for many years and has been popularized by such 
writers as Marquis Childs in his Sweden, the Middle Way (Yale 
University Press, New Haven, 1936). The “middle way” out of 
our economic difficulties appears to Mr. Childs and others to be 
a sort of capitalism modified by a large dose of consumer coopera- 
tion. Thus there is established a kind of economic balance which 
forestalls the development of certain of capitalism’s worst sins — 
such as private monopoly — ^making unnecessary the more drastic 
revisions of capitalism proposed by socialists and communists. This 
idea of a “middle way,” whereby our economy can be gradually 
and substantially modified in the interest of the welfare of the 
masses without harming anyone a great deal and without a violent 
upsetting of existing economic institutions, has appealed mightily 
to many Americans and accounts for a substantial portion of the 
current interest in consumers’ cooperation in the United States. 
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9. The idealistic appeal consumers’ cooperation makes to many 
religious groups. Not a few adherents of Christianity and other 
religions have experienced intellectual difficulty in their attempts 
to square the basic principles of capitalism, and its profit motive, 
with their religious principles. To many persons so troubled con- 
sumers’ cooperation has made a strong appeal, with its ideal of 
“cooperation” substituted for “competition,” and its ideal of the 
mutual sharing of benefits instead of personal acquisition of profit. 
Since the consumers’ cooperative movement has proclaimed itself 
neutral on religious matters, it offers excellent opportunities for 
joint endeavor by Protestant, Catholic, and Jew. These factors, 
together with the emphasis the movement places upon gradual 
modification of existing economies without substantial injury to 
anyone, make it in the minds of many troubled religious leaders 
the highest expression in the economic sphere of the best religious 
principles of all creeds. Consequently, various religious groups 
have started intensive study of consumers’ cooperation and have 
engaged actively in propagandizing for the movement and in 
founding and nurturing consumers’ cooperative buying clubs oper- 
ating on the Rochdale plan. 

Consumers’ Cooperative Educational Methods® 

By E. R. Bowen 

(General Secretary of the Cooperative League of the United States) 

Consumers’ cooperation has been described as an economic move- 
ment which uses educational methods 3 it has likewise been de- 
scribed as an educational movement which uses economic methods. 
It is a practical demonstration in the economic field of the progres- 
sive theory of education of combining learning and living. 

The report of the Inquiry on Cooperative Enterprise in Europe 
appointed by President Roosevelt, which has just been released, 
says in a section devoted to Educational Activities of Consumers’ 
Cooperatives: 

To live, a cooperative must have a loyal membership with a broad 
understanding of its purposes and methods. To grow, it must “sell” the 
cooperative idea to prospective members. That is why the cooperative 
movement attaches such great importance to its educational and propa- 
ganda work. 

® Quoted, with permission, from The Annals of the American Academy of FoUticei 
and Social Science, May, 1937, Consumers’ Cooperation, pages 76-83. 
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In this article we will divide the activities covered by the gen- 
eral word “education” into two divisions — ^those which are com- 
monly described as “publicity or propaganda,” and those which 
are more definitely described by the name “education.” Cultural 
or recreational activities will be included in the discussion of edu- 
cation. There will be no attempt made to discuss activities having 
directly to do with the business side of the movement, which are 
of a sales promotion nature. 

To enlist the interest of new members as well as to increase the 
interest of old members, the consumers’ cooperative movement 
uses principally four types of effort which may be called by the 
names of platform, press, pictorial, and printed matter. 

... A discussion of cooperative education falls rather into four 
divisions according to the groups to be reached. These four groups 
are the general public, members, youth, and employees. The 
methods of education which have proved most effective will be 
discussed as related to each group. 

THE GENERAL PUBLIC 

Naturally the most fundamental means of educating the gen- 
eral public to the facts about the consumers’ cooperative movement 
are the public and private schools. It is assumed that such use of 
the term “schools” includes all levels — ^grade schools, high schools, 
and colleges. 

It should be emphatically stated at once that the cooperative 
movement does not desire or advocate that such schools be used 
for propaganda purposes; it only asks that the facts about the 
ninety-year development of the movement be taught. Thus far 
there has been only meager reference to the movement in eco- 
nomics, sociology or history texts; mathematics and business prob- 
lems are not given in which earnings would be distributed in 
proportion to sales as is done in the cooperative movement; few 
special courses in the principles and practices of the cooperative 
movement have been given. 

Educators are now, however, becoming active in laying the 
groundwork for the teaching of the facts about this world-wide 
movement which accords in every way with the American ideals 
of liberty, equality, and democracy. The state of Wisconsin has 
passed a law providing for the teaching of the subject in the 
schools of the state. Educators in other states are interesting them- 
selves actively in the problem of the inclusion of the subject in 



MORE RECENT ECONOMIC ANALYSES 77 

the curriculums of their states either through a state law or by- 
voluntary action on the part of those who decide upon the courses 
of study. There can be no question as to whether the facts about 
cooperation should be taught, nor is there any real uncertainty 
that, in democratic America, this will eventually be done. Educa- 
tors in every state, however, have the responsibility of seeing to 
it that prompt action is taken to avoid the possibilities of dictator- 
ship while there is yet time. Immediate action is needed to make 
up for failure to cover the subject adequately during the past 
years. 

All textbook writers should follow the course of those who are 
now giving a more thorough treatment to cooperation in their new 
texts in various fields. . . . Special texts and teaching units are 
developing for the different grade levels. A sixteen-page teaching 
outline was published in the January 1937 issue of the Journal of 
the National Education Association, which has a circulation of 
more than 200,000. 

Another method of educating the general public is through 
adult education programs. America is now in the midst of a wave 
of growing interest in adult education. This interest is tending 
largely toward the organization of forums. These are, however, 
perhaps more correctly classified as methods of publicity rather 
than of education, and have accordingly been included in the first 
section of this article under the subtitle of platform publicity. It 
is not believed by the cooperative movement that real education 
begins to any great extent until small groups are formed in study 
circles to follow up the presentation made in a general forum. 
Such small groups will be more thoroughly discussed under the 
section to follow on member education. 

Likewise, America is now awakening to the great need for a far 
more extensive workers’ education program. By workers’ educa- 
tion is meant education in the social sciences rather than vocational 
education. Through labor and farm organizations and encourage- 
ment by the government, a constantly increasing number of classes 
are being organized. Consumers’ cooperation is taught in such 
classes and is naturally a commonly chosen subject by such workers’ 
groups. 

Libraries are now issuing lists of cooperative books for their 
readers. The subject of action as consumers is the livest and most 
potent in possibilities of any economic subject today. Every library 
abreast of the needs and current interests of the people will pro- 
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vide and feature the standard current books on consumers’ coop- 
eration. 

By instruction in public and private schools and colleges, by 
adult education forums and study circles, by workers’ education 
classes, and by library bibliographies, the people of America are 
learning that consumers’ cooperatives are one of the important 
means to the building of an economic democracy. 

MEMBER EDUCATION 

Some cooperatives have only annual meetings, others meet 
twice a year, and quarterly meetings are not too often for the 
members of a cooperative to meet. When quarterly meetings are 
held, the business to be done is naturally less, and more time can 
be spent on an education program as a part of the meeting. It is 
not enough that there be a speaker j the vital thing is that there 
be plenty of time allowed for discussion from the floor and for 
the asking and answering of questions. 

A series of weekly forums of from four to six weeks in length 
is proving to be a most excellent way of developing in local co- 
operatives a nucleus of people who are thoroughly grounded in 
cooperative principles, who are fully familiar with the current facts 
that every member should know, and who, as a result, are active 
in participating in the work of committees and capable of becom- 
ing directors. 

The organization of study circles was mentioned previously. Dr. 
Oscar Olsson of Sweden is given credit for having suggested this 
method of education and developed it to a high degree. ... As 
Sweden led the way in the study circle movement in Europe, and 
other countries are now following, so Nova Scotia has led the way 
in America in demonstrating the success of this technique of co- 
operative education, under the leadership of the Extension De- 
partment of St. Francis Xavier University of Antigonish. 

. . . The distribution of literature is also one of the most effec- 
tive ways of interesting new members. Both the sale and the loan 
of literature should be provided for by every cooperative asso- 
ciation. 

A cooperative is a democratic organization where every member 
has an equal controlling voice and vote. Only a loyal and informed 
membership can operate a democratic cooperative organization 
with the greatest degree of success. It is for this reason that co- 
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operatives provide the funds and the facilities for the education 
of their members in the principles and practices of the movement. 

YOUTH EDUCATION 

It is natural that recreation and education should be combined 
in the organization of a youth education program. Group games, 
dancing, and singing are not only a means of attracting youth but 
are also the expression of cooperative activity. Special institutes of 
a week in length have proved to be highly successful in attracting 
a large attendance and in providing a sufficient length of time for 
the effective presentation and discussion of the general facts about 
the movement. 

Usually led by those who have attended such institutes, there 
are then formed youth groups in local cooperative associations 
which affiliate in regional and national federations. These local 
groups meet monthly or oftener and serve effectively in develop- 
ing their members in the knowledge of the movement, in experi- 
ence in cooperative organization methods, and in providing recrea- 
tion of a cooperative nature. 

Widespread interest and participation have resulted where 
wholesale cooperatives have provided opportunities for essay and 
public speaking contests among the younger members of their 
affiliated retail cooperative associations. The prizes awarded are 
usually scholarships. The large attendance at the elimination and 
final contests proves the popularity of this method of youth 
education. 


EMPLOYEE EDUCATION 

The necessity for a thoroughly trained staff of employees is 
generally recognized by the cooperative movement, and training 
methods of various kinds and degrees of intensity are provided. 

The simplest form of employee education is that of regular 
meetings one night a month or oftener. Where there are a suffi- 
cient number of employees, such meetings are held by each local 
cooperative association} area councils within convenient distances 
are also organized. 

Short two-or three-day institutes are being developed exten- 
sively by wholesales for the employees of their retail associations. 
These are usually held semiannually or annually, and provide an 
effective means for the presentation of current information relative 
to commodities and organization matters in general. In some cases 
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such short-time institutes are arranged for week-ends at summer 
camps. Instruction is usually by the staff members of the whole- 
sale, with an occasional outside speaker on some topic of current 
importance to the cooperative movement, such as legislation. 

But single-night meetings or short-time institutes are not con- 
sidered at all sufficient for the proper training of cooperative em- 
ployees. Training schools of from four to eight weeks in length 
are organized where groups of prospective and present employees 
can be given intensive training. Where possible, such groups often 
provide their own food and housing on a cooperative basis at cost. 
The subjects covered include technical training in accounting, mer- 
chandising, stock keeping, and similar topics, as well as public 
speaking and writing, and the history and practice of the move- 
ment. A beginning has been made in the conducting of such courses 
under the joint auspices of cooperative associations and state uni- 
versities, whereby the cooperative and the university jointly supply 
the instruction staff. In the case of one cooperative wholesale group 
in America, more than five hundred have received diplomas from 
their employee training school. 

Thus far there are no such schools in America which conduct 
regular sessions each year, as there are in Europe, A Cooperative 
Institute is now being projected to open in the fall of 1937, which 
plans to conduct four-months courses. In Europe, regularly organ- 
ized cooperative colleges have been set up in different countries. 
A member of the staff of Teachers College of Columbia Univer- 
sity has stated in an article, written after a summer spent in 
Europe, that the training given students at the Swedish Coopera- 
tive College was the best technical training he had ever observed. 
In the Swedish college particular emphasis is laid on actual prac- 
tice and on group activity. 

Correspondence courses are a major part of employee training 
in European countries, but have been little developed as yet in 
the United States. They are a requisite in Sweden before anyone 
can be admitted to the resident college. 

Those who look upon cooperation as a way of life as well as a 
way of conducting business are strong advocates of the folk-school 
type of training which originated in Denmark and has spread to 
other Scandinavian countries. In such schools there is an emphasis 
on the spiritual foundation of cooperation. Such schools are set up 
on a basis of group living and group activities. It is said that 80 
per cent of the leaders of the cooperative movement in Denmark 
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are graduates of folk schools. There is a growing interest in such 
a type of training in America. The few folk schools in existence 
here are giving instruction in cooperation in their courses. 

COOPERATIVE RECREATION 

A discussion of this subject would not be complete without ref- 
erence to the growing emphasis which is being placed on the de- 
velopment of cooperative recreation among the cooperative asso- 
ciations in America. It is fully recognized by leaders of vision in 
the movement that the end-result and final purpose of the move- 
ment is to develop a new way of living of a cultural nature. Co- 
operators are laying the groundwork for the increasing use of the 
leisure time which automatic power and the cooperative organiza- 
tion of distribution and production will make possible, in recrea- 
tional activities of a cooperative rather than a competitive nature. 
Group singing, group dancing, group games and drama are being 
promoted. A National Cooperative Recreation Institute has been 
organized which conducts ten-day training courses for cooperative 
recreation leaders each year. [Editor’s Note: Rochdale Insti- 
tute, National Training School in Consumer Cooperation, is now 
in its fourth year. It was established by the Cooperative League 
of the United States for personnel training.] 

COOPERATIVE EDUCATION BUDGETS 

Provision is made in cooperative laws for the setting aside of a 
portion of the earnings for educational purposes. . . . There is 
a growing tendency toward the increasing use for social purposes 
of the savings made by both wholesale and retail cooperative asso- 
ciations, in providing additional facilities for cooperative learning 
and living. 

Consumers’ Cooperation and Political Action^ 

By George W. Jacobson and Iver Lind 
(Midland Cooperative Wholesale Society, Minneapolis) 

Consumer cooperation, a mutation of capitalism, has been com- 
pelled to cultivate relationships towards capitalism and institutions 
like the political state which would afford it a m^mum oppor- 
tunity to live and develop. It is this practical consideration which 

* Quoted, with permission, from Tie Awne^s of the American Academy of Political 
oni Social Science^ May, 1937, Consumers Cooperation, pages S4-90. 
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has conditioned the historical relationship of consumer cooperation 
to political action. 

Broadly speaking, this relationship manifests itself in three ways, 
depending upon the objectives envisioned for the movement by 
the constituent membership and upon the political environment 
in which it has grown. Of these manifestations, the first we wish 
to consider is conformity to the political status quo j second, mili- 
tant partisan opposition to antagonistic political regimes j and 
lastly, aggressive use, on a nonpartisan basis, of all the machinery 
of government to protect the rights and opportunities of consumers 
to organize cooperatively and to maintain the movement itself by 
its sheer economic value. 

Complete conformity on the part of cooperatives to the political 
status quo is found where political and economic freedom is dead. 
The best examples of this situation are the modern dictatorships, 
Nazi Germany, Fascist Italy, and Communist Russia. The move- 
ment has suffered not only abject conformity in these totalitarian 
states, but also outright annihilation. This is an understandable 
situation. The totalitarian state, either of the right or of the left, 
holds that everything exists for the advancement of the state, and 
anything that does not conform to this purpose, be it men or in- 
stitutions, is ruthlessly compelled to fall in line or be destroyed. 
Economic and political freedom is the antithesis of the totalitarian 
state j it is the very lifeblood of a cooperative economy. Consumer 
cooperation is rooted in the economic laws of abundant production 
and exchange of wealth and unrestricted freedom of consumer 
choice .Therefore it is questionable if, while adhering to the Roch- 
dale principles, it could revive and flourish in a dictatorial environ- 
ment. If cooperation does revive, it will indicate that there is some- 
thing inherent in modern mass production and distribution, even 
in a dictatorial state, which for the sake of its own efficiency must 
make operative the great economic principle of free choice of eco- 
nomic goods by people as consumers to satisfy their needs and 
desires. 

Based on the record to date, it seems that the opportunities of 
consumer cooperation to develop in the totalitarian §tate are 
meager. A limited development appears in Italy, cramped to per- 
form within the rigid pattern of the Fascist Corporate State. The 
Communist dictatorship of Russia created a vast consumers’ devel- 
opment in the towns, but this artificially created structure was re- 
cently as summarily changed by dictatorial decree to state-con- 



more; recent economic analyses 83 

trolled enterprise. In Germany the cooperatives have been 
absorbed by the Reichshund — a creation of the Nazi dictatorship. 
These examples indicate that the relationship of consumer coop- 
eration to political action in a totalitarian state can only be that of 
conformity or annihilation. 

The principle of political conformity is also manifest in coop- 
eratives existing in democratic states where the purpose of such 
cooperatives is to serve as adjuncts or feeders to some capitalistic 
reform movement usually dominated by the producer point of 
view. Good examples are some of the purchasing cooperatives 
throughout the United States controlled by the members of farm 
organizations and marketing associations. These purchasing coop- 
eratives exist primarily to enhance the income of their patrons as 
producers, rather than to reduce the cost for these patrons as con- 
sumers. This point of view usually embraces the profit motive, and 
consequently sees eye to eye with the capitalistic status quo. 

. . . The second manifestation cited — that of conscious partisan 
political action — is present in the movement when its members 
hold other objectives to be more important than the attainment of 
a consumers’ economy. Consumer cooperation in these instances is 
considered merely a means to ends other than its own develop- 
ment. The end sought is sometimes the advancement of a revolu- 
tionary political movement such as Communism or Socialism, or 
an immediate political victory for some reform party such as the 
Farmer-Labor Party in Minnesota. Then again, it may be ad- 
vanced by ardent cooperators who look upon consumer cooperation 
as a means of avoiding impending dictatorships of either the right 
or the left. Whatever the outside objective may be, these adherents 
consider it so important as to overshadow the advancement of con- 
sumer cooperation as a movement. They are political actionists 
first, and cooperators second. 

Probably the strongest argument in behalf of this active polit- 
ical use of the movement is the fact that in great economic crises 
consumer cooperatives have found it expedient either to form a 
political party of their own as they have in England — ^the Coop- 
erative Party — or to work through an existing party directly or 
more often indirectly. Good instances of the latter method are the 
close and friendly relations existing between the cooperative move- 
ments and the Social Democratic parties in certain countries of 
continental Europe. Another strong argument in favor of militant 
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participation is furnished by the fate of the cooperative movement 
in totalitarian states. 

The important question is. What relationship to political activ- 
ity will most effectively guarantee the existence and induce the con- 
tinued growth of consumer cooperation as a system within itself, 
and, in a complementary sense, in what governmental climate will 
existence be most secure and growth most possible? The answer 
to the first point may be found in the overwhelming opinion of 
cooperators throughout the world that partisan neutrality to polit- 
ical action is the most effective relationship. This is the official 
attitude of the world cooperative movement as expressed by the 
International Cooperative Alliance. The answer to the second 
point, based on the record, is that democratic government is the 
best political environment for the movement. 

. . . Thus we find the consumer cooperative movement to be 
strongest in countries where it has “minded” its own business and 
at the same time protected itself through obtaining necessary legis- 
lation on a nonpartisan basis. By virtue of economic strength gained 
through performance, tolerance, and education, it becomes secure 
and influential. An excellent example of this is found in Sweden. 
The Swedish movement has given no active support to any one 
political party, but it has earned the respect of all parties and the 
supportof most of them. . . . In Finland cooperation has reached 
the place of controlling 40 per cent of the retail trade, without 
bias to any one political party. Even the English movement, with 
its Cooperative Party, has gained its legislation through influence 
within all parties, especially those in power, and not through the 
Cooperative Party. 

Here in the United States, consumer cooperation has gained 
most recognition in law where it is economically strong, as for 
example in the states of Minnesota and Wisconsin. In these states 
no political party in power would attempt to pass legislation in- 
jurious to the free growth of consumer cooperation, because such 
action would spell certain defeat at the next election. The coopera- 
tives are influential in state government not only because of their 
number but also, and perhaps more significantly, because of the 
aggressive educational policies pursued by cooperative wholesale 
organizations in these states in making their members conscious of 
the economic value of cooperation. 

In Minnesota, leaders in all parties, even the Republican, advo- 
cate the furtherance of cooperation, and both major parties, Re- 
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publican and Farmer-Labor, have passed beneficial legislation 
when in power. The enabling laws legalizing consumer coopera- 
tion in Minnesota were enacted under a Republican administra- 
tion. There has been a tendency in Minnesota in recent years, how- 
ever, for conscious cooperators to support the party which has been 
most outspoken in its advocacy of consumer cooperation and social 
reform, namely the Farmer-Labor Party. Recent indications are 
that this attitude may involve the cooperative movement in par- 
tisan conflict, and time alone will prove whether or not this will 
be detrimental to cooperation. 

The history of the progress of the cooperative movement wher- 
ever the policy of neutrality has obtained indicates the wisdom and 
eflFectiveness of this method. 

. . . The winning of legal recognition has always been the first 
task of cooperatives everywhere. The early cooperatives were es- 
tablished without benefit of cooperative statutes. They won distinct 
legal status after many years of struggle, and they won legal per- 
mission to extend their nature and operations by an aggressive non- 
partisan pressure through existing political agencies. Even today, 
in every legislative session in states such as Minnesota and Wiscon- 
sin there is a grist of cooperative bills representing the desires of 
cooperatives to extend the legal limitations within which they op- 
erate. The cooperative law in the United States is still in its forma- 
tive stage. It is significant that there is no Federal statute regard- 
ing cooperation or cooperatives. 

TAXATION, REGULATION, AND GOVERNMENT AID 

In the field of taxation the cooperatives have needed to make 
use of every available means to defend themselves from attack. 
This conflict has centered largely around the net income tax, and 
in England the gravity of the danger forced many cooperators to 
the conclusion that they must establish their own party to protect 
their interests; but it is undoubtedly true that their use of other 
means has been just as effective protection as the existence of the 
Cooperative Party. 

The same may be said of the conflict within the field of regula- 
tion. Cooperatives in danger of annihilation by regulation have 
used all political means at their command, but have generally 
found it detrimental to make their protection a partisan issue. 

In recent years cooperatives have been securing more and more 
of the same aids and services from government as other business 
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has obtained. They have sought facilities for research, informa- 
tion, and education. They have insisted that schools, for example, 
should include study material about the cooperative movement, 
and that government business services should aid them as much 
as they aid other t5^es of business activity. Cooperatives have also 
secured financial help in the form of loans, on the same basis as 
other business, and not because of any partisan favor. Thus it may 
be seen that under the conditions made possible by a democratic 
government, the cooperatives have advanced gradually because of 
the economic strength they have been able to exert through non- 
partisan political means. 

Consumers’ Cooperation in the United States® 

By Florence E. Parker 

(Assistant Editor, Monthly Labor Review, U. S. Bureau of Labor 
Statistics, Washington) 

Historians appear to be in agreement that the first known in- 
stance of purely consumers’ cooperation in the United States was 
the buying club started by one John Kaulback, a tailor living in 
Boston. In 1844 he induced the members of his labor union to 
undertake joint buying of their household supplies and distribute 
them at the weekly meetings of the union. The first purchases 
were a box of soap and half a box of tea. From this small beginning 
the business grew until in 1845 ^ store was opened. By 1 847 twelve 
‘‘divisions” had been formed and these united in that year to form 
the Workingmen’s Protective Union (later changed to New Eng- 
land Protective Union). 

This organization did not operate on Rochdale principles, ex- 
cept that goods were sold for cash. Dividends were paid, not in 
proportion to purchases, but on capital stock, and goods were sold 
at or as near cost as possible. 

The Union had a rapid growth and at its peak (1852) com- 
prised 403 divisions, with aggregate sales of some $1,700,000. 
Though the main strength was in the New England States, it had 
divisions also in New York, Ohio, Illinois, and even Can9,da. One 
store was started in Oregon. 

While the organization was at the height of its success, dissen- 
sions led to a division in the membership in 1853. One faction, 

® Quoted, with permission, from The Annals of the American Academy of FoUtkal 
and Social Science^ May, 1937, Consumers^ Cooperation, pages 91-102. 
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including the founder, withdrew and formed the American Pro- 
tective Union. This organization also was measurably successful 
and influential, though not over so wide a territory as the parent 
body, and the annual business of its stores reached an aggregate 
of about $2,000,000. It had local divisions in New England and 
New York. 

Both organizations began to decline by 1858 and both went out 
of existence under the stress of conditions at the outbreak of the 
Civil War. Some of the individual stores of each organization con- 
tinued in operation, however, and some of them lived for many 
years. 


DEVELOPMENT AFTER CIVIL WAR 

After the Civil War the next attempt at consumers’ cooperation 
of which there is record was that of the Patrons of Husbandry, 
which accepted only farmers into membership. Founded in Wash- 
ington, D. C., in 1866, this order spread throughout New Eng- 
land, through the Middle Eastern States and, into the Mississippi 
Valley. 

. . . The exclusion of all except farmers from the Patrons of 
Husbandry led to the formation, in 1874, of the Sovereigns of 
Industry, intended primarily for the wage worker. As far as is 
known, this was the first American cooperative of any size which 
operated on the Rochdale principle of return of savings in propor- 
tion to patronage. 

This organization had a speedy but unstable growth. By 1875 it 
had 310 councils and about 40,000 members. It went to pieces in 
1879 after the depression of 1874-1878, but some of its stores sur- 
vived for many years. 

. . . The lights of Labor was responsible for another wave 
of interest in cooperation during the early i88o’s. That organiza- 
tion, however, was interested in the formation of workers’ produc- 
tive rather than consumers’ enterprises. 

During the i88o’s, also, local associations were formed in New 
England by immigrant mill operatives from England and other 
European countries. Very often the nationality of the founding 
group was incorporated into the name of the association, which 
advertised itself, thus, as German, Swedish, French, or Belgian. 

The Middle West felt the effects of these successive early 
movements, one after another. Each came, opened its stores, had 
its brief success, faded, and passed out, leaving only here and 
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there a lone survivor. During this early period, however, one 
branch o£ cooperative activity was entered which has continued 
ever since. This was the farmers’ township mutual fire insurance 
companies, still found very generally throughout the upper and 
middle Mississippi Valley States. 

. . . Although there was a slow growth of cooperative stores in 
various sections during the next few years, most of this was the 
result of spontaneous development by local groups, rather than of 
promotion by a central organization. 

Shortly after 1900, members of the newer immigrant groups 
undertook cooperative activities. Among these were the Lithu- 
anians and the Finns, whose favorite forms of enterprise were 
stores and cooperative bakeries. The Finns, indeed, have never 
lost their interest in the cooperative way of life, and their coopera- 
tive associations form one of the strongest elements in the coopera- 
tive movement in this country today. 

. . . Mostly these were isolated, independent societies. Various 
agencies including the Right Relationship League of Chicago, 
were urging unification, and state-wide unions actually were 
formed in California, Kansas, and Washington. California, with 
its 68 societies and a wholesale company, appeared to have the 
strongest and most successful movement. Loose business methods, 
keen competition, and the panic of 1907 all contributed to the 
difficulties of the movement, and by 1910 both the stores and their 
wholesale were in need of strong remedial measures. In 1913 the 
highly centralized Pacific Cooperative League was formed in the 
attempt to save the situation. 

EXPANSION PERIOD, I914 TO 1 92 1 

The years immediately preceding the outbreak of the World 
War were those of increasing unemployment. As industry began 
the manufacture of war supplies, employment improved, but prices 
rose rapidly. Wages also began to rise, after an interval, but un- 
evenly and less rapidly than prices. With these factors predispos- 
ing the minds of working people to any measure which seemed to 
offer a remedy, interest in consumers’ cooperation awoke." 

The labor movement grew interested. The American Federa- 
tion, of Labor in its 1917 convention indorsed consumers’ coopera- 
tion as a “twin remedy” with trade-unionism. A committee on co- 
operation was appointed, a lecturer and a field man were engaged. 
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and $50,000 was appropriated ‘‘for advancing the cause of coop- 
eration throughout the United States.” 

The miners’ unions took up the cooperative idea with enthusi- 
asm, especially in Illinois and Pennsylvania. Stores were started 
throughout the mining regions not only of these states but also of 
Ohio and Indiana. Miners’ stores had existed in Illinois since 
1901, but the years following 1913 saw a revival of this interest 
on a much wider scale. 

Railway workers started stores in various railroad centers. The 
Brotherhood of Locomotive Engineers, through its president 
Warren Stone, assumed a leading role in fostering the idea of 
joint farmer-labor cooperatives through which there would be 
direct producer-consumer relationships. To this end, several 
farmer-labor conferences were called at which were present rep- 
resentatives of labor organizations, farmers’ organizations, and 
consumers’ cooperative associations. The All-American Coopera- 
tive Commission was formed to carry on the work between con- 
ferences. 

The Brotherhood of Maintenance of Way Employees, with its 
thousands of low-paid members, undertook to produce in coopera- 
tive factories the work clothing used by its members. A huge pro- 
gram was outlined and several million dollars of the Brotherhood 
funds went into this scheme, which was later discontinued with 
heavy losses. 

... A very real need for education in the understanding of co- 
operative philosophy and in proper procedures was evident. To 
meet this need the Cooperative League of the United States was 
formed in Brooklyn in 1916, with Dr. James P. Warbasse as its 
president. Headquarters were established in New York City. Dur- 
ing the next few years much correspondence was carried on by the 
League, wide contacts were established, societies were visited wher- 
ever possible, and always the principles of true cooperation were 
emphasized. 

The need for organized activity, for wholesaling facilities, and 
for exchange of experience was soon recognized by some of the 
leaders. Wholesales were organized here and there. In San Fran- 
cisco, the Pacific Cooperative League had already been in existence 
for several years. In 1917 the Cooperative Wholesale Society of 
America (St. Paul, Minnesota) and the Cooperative Central Ex- 
change (Superior, Wisconsin) were organized to act as buying 
agencies — ^the first for farmers’ societies in Minnesota and North 
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Dakota, and the second for the Finnish societies in northern Min- 
nesota and Wisconsin. The next year a group of stores in and 
around Pittsburgh started the Tri-State Cooperative Association; 
and the Central States Cooperative Wholesale, an outgrowth of 
central activities inaugurated as early as 1915 by the miners’ so- 
cieties in Illinois, began business. 

In 1918 the Cooperative League called its first congress. The 
meeting was held in Springfield, Illinois, for Illinois was at that 
time the scene of one of the most lively and widespread coopera- 
tive developments. The cooperative wholesales and, it was claimed, 
five hundred store societies were represented. 

... The year 1919 witnessed the formation of three new 
wholesales — the New England Cooperative Wholesale (Boston), 
the Associated Grange Warehouse Company (Seattle), and the 
National Cooperative Wholesale (Chicago). In that year also was 
launched the Cooperative Society of America, a common-law trust 
of which the leading spirit was Harrison Parker. This pseudo- 
cooperative organization during the next few years succeeded in 
luring more than ten million dollars from the pockets of the work- 
ing people in the vicinity of Chicago, organized some two hundred 
stores over a wide area, entered many different lines of business, 
and wove an intricate financial web which even the accountants 
were unable to untangle and which Parker admitted that he him- 
self could not understand. It went into bankruptcy in October 
1921. 

The National Cooperative Association was incorporated in April 
1919 to serve as a nation-wide wholesale. It did not begin business 
until September, but before the end of the year it had established 
headquarters in Chicago and branch warehouses in Seattle and 
Hoboken. Departing from the instructions given at the League’s 
Springfield congress, the leaders worked out a plan for a chain 
of retail stores to be operated by the wholesale. Division on this 
point developed almost immediately among the temporary di- 
rectors. 

When the 1920 congress of the Cooperative League met, at 
Cincinnati, a sharp cleavage of opinion was evident. Indeed, the 
meeting soon resolved itself into a trial of the National and its 
officers, and finally, upon vote of the convention, the delegates 
from the National were unseated. 

Another organization came under fire at the meeting. This was 
the Pacific Cooperative League, charged with autocracy, question- 
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able business methods, and being a “top-down” organization, 
forming new associations to bolster its failing fortunes. And the 
“American plan,” followed by the miners’ cooperative associations 
in Illinois, was called in question because of its high degree of cen- 
tralization. Under the American plan all buying and bookkeeping 
were done by the wholesale, and the local managers were chosen 
by it. It was claimed for the plan that it was “fool proof and thief 
proof”; that under the peculiar conditions existing in America, 
the Rochdale methods would not work and some new plan was 
necessary in order to develop the movement “rapidly and safely.” 

This congress organized the Cooperative League as the perma- 
nent national body of the movement, and authorized the forma- 
tion of state leagues with local autonomy and for district federa- 
tions within the state.- 

The National Cooperative Wholesale and some of the regional 
wholesales were already in dilBculties at the time of the 1920 con- 
gress of the League. Though the National’s officers made des- 
perate efforts to evade the threatening disaster, the Seattle branch 
had to close August 1920. Its Hoboken branch went into receiver- 
ship in December 1920, and the Chicago office in January 1921. 
The Cooperative Wholesale Society of America (St. Paul) and the 
Tri-State Cooperative Association (Pittsburgh) failed about the 
same time as the National. The Pacific Cooperative League, which 
had become involved with the fortunes of the National in Seattle, 
managed to stave off the inevitable until March 1922, when it too 
went into bankruptcy. 

. . . Several of the regional wholesales — notably those which 
had remained strictly aloof from the ambitious program of the 
National — survived, but suffered considerable losses in volume of 
business, partly because of falling prices and general economic 
conditions and partly because of the feilure of some of their mem- 
ber associations. Among these survivors were the Cooperative Cen- 
tral Exchange and the Associated Grange Warehouse Company. 

The Central States Wholesale, which had gone into receivership 
in July 1922, adopted a plan for reorganization on a Rochdale 
basis. This reorganization was completed in 1923, and the Ameri- 
can Rochdale Plan, for which so much had been hoped and 
claimed, bec^e history. The Central States organization was left 
as a federation of 25 independent Rochdale societies, but it steadily 
lost ground in the next few years and its affairs were finally wound 
up in 1926. 
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The early 1920’s saw the beginning and rapid growth of the 
cooperative oil associations and a renewed and increasingly rapid 
expansion of the credit unions. The onset of the depression, how- 
ever, had marked a definite turning point in the formation of new 
store societies. Efforts were devoted to holding as much as possible 
of the ground already gained. The importance of building reserves 
against unexpected losses and unforeseen difficulties was more and 
more realized. Greater attention was given to proper accounting 
methods and to the submission of the books of periodic audit. The 
wholesales in Seattle and Superior began to furnish auditing serv- 
ice for their members. In order to carry on more intensive educa- 
tional work in both cooperative methods and sound business pro- 
cedure, several regional leagues, afSliated with the Cooperative 
League, were formed — ^in the Northern States in 1922, in the 
Eastern States in 1925, and in the Central States in 1927. 

. . . Cooperative housing, which dated from about 1916 and 
had had a very limited development, received new impetus when 
the Amalgamated Clothing Workers entered this field in 1927. A 
survey made in New York City early in 1924 disclosed that at that 
time the Finnish groups owned cooperatively ten apartment build- 
ings housing, altogether, 450 families. During the years 1927- 
1931 the Amalgamated Clothing Workers constructed successive 
groups of cooperative apartment buildings accommodating in all 
857 families. In 1929, also, Consumers’ Cooperative Services built 
a cooperative apartment building with 66 dwelling units. 

Among the first difSculties to beset the organized consumers’ 
cooperative movement after the onset of the depression was the 
dissension caused by the activities of the Communists in the ranks. 
Determined to capture the cooperative movement for Communism, 
they had made recurrent efforts in that direction since as early as 
1921. The question became acute in 1926 but seemed to be settled 
by a vote by the societies to exclude all extraneous controversial 
subjects. Another Communist effort was made at the 1930 con- 
gress of the Cooperative League, but was defeated, whereupon 
the Communist faction withdrew not only from the congress but 
from the organized consumers’ cooperative movement. 

. . . The very existence of the cooperative movement was 
threatened by the industrial codes adopted under the National In- 
dustrial Recovery Act. To have been required to conform to the 
code provisions prohibiting trade rebates would have destroyed 
the distinguishing characteristic of the movement. The coopera- 
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tives were saved by three orders — ^two issued by the President and 
one by the National Recovery Administration — ^which assured to 
cooperative societies the privilege of returning savings rebates, of 
dealing with wholesale societies on the same basis, and of collect- 
ing brokerage commissions where due. 

. . . Although sales fell sharply during the depression, they 
began to show increases in 1934 continued generally in 

1935. Identical societies reporting to the Bureau of Labor Statis- 
tics showed increased sales in 1934 of 24.3 per cent over 1933, 
and in 1935 of 20.3 per cent over 1934. 

. . . The sales of the wholesale associations have followed the 
same general trend as the local associations, but with a faster rate 
of increase. 

. . . Other occurrences of interest since the beginning of the de- 
pression include the establishment in 1933 (by six regional whole- 
sales) of National Cooperatives, Inc., a joint buying organization, 
as a first step toward a national wholesale organization 5 and the 
formation of three new regional wholesales — one in Texas, one in 
Washington State, and one in Illinois. 

. . . During the years prior to the depression the Cooperative 
League had been making a slow, unspectacular progress. . . . 
Since 1930 the League has advanced at a greatly accelerated rate. 
®y 1935 it comprised 1,500 local associations (affiliated mainly 
through the regional federations), with a combined membership 
of over 750,000 and annual sales estimated at $ 50,000,000. 

farmers’ cooperatives 

Collective purchase of farm supplies and to some extent of 
goods for household use is an old story in agriculture. . . . Re- 
ports of the Farm Credit Administration show that since 1905 the 
number of farmers’ cooperative buying associations has increased 
in each year except 1923, 1924, and 1925. Data are much less 
complete for the urban consumers’ movement. 

. . . The urban consumers’ cooperatives and the farmers’ pur- 
chasing organizations have, for the most part, developed along 
similar but parallel lines. The farmers’ purchasing associations 
have not generally regarded themselves as consumers’ organiza- 
tions in any sense, and have had no contacts whatever with the 
organized urban consumers’ cooperative movement. 

The membership polides of the two movements have differed, 
also. Open membership is the general and accepted policy of the 
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urban societies, whereas the farmers’ cooperatives generally limit 
membership to members of the sponsoring farm organizations 
(i.e., of the Grange, the Farm Bureau, and so forth), and the 
wholesales accept only local associations of their particular group. 
A departure from this time-honored policy was made by the Farm- 
er’s Union Central Exchange at St. Paul in 1936, when it voted 
to admit into membership several local urban associations whose 
patronage had earned refunds sufficient to purchase a share of 
stock in the wholesale. 

The membership of the Cooperative League during the early 
years was almost entirely industrial, being composed of coopera- 
tive associations of workers in the needle trades and in the rail- 
road, mining, textile, and other factory industries. Important ex- 
ceptions, however, were the farmers’ cooperative associations in 
Minnesota, Wisconsin, and northern Michigan. These were in the 
main the societies of Finnish and Scandinavian immigrants who 
had had experience in the consumers’ cooperative movement in 
Europe. They identified themselves with the consumers’ move- 
ment from the first, and in the early years of the League’s exist- 
ence were its chief support} they still form one of its most im- 
portant sections. Early in the 1920’s the Grange cooperative 
movement in the state of Washington also allied itself and was 
represented at the biennial congresses. The Farm Bureau coopera- 
tives in Indiana, Michigan, Ohio, and Pennsylvania, although not 
affiliated, often sent fraternal delegates to its congresses. The 
farmers’ wholesales dealing in gasoline and motor oil — ^The Mid- 
land Cooperative Wholesale (Minneapolis) and the Consumers’ 
Cooperative Association (North Kansas City) — ^identified them- 
selves with the League almost from their inception. The Farmers’ 
Union State Exchange of Nebraska was also aflfiliated for a few 
years, beginning in 1930. 

From 1926 onward, nearly every convention of the League has 
included consideration of or reports from some phase of farmers’ 
cooperation. Recognition of the common interests of the farmers’ 
and workers’ purchasing organizations has been increasingly evi- 
dent. This tendency was strikingly apparent in both the 1934 and 
1936 congresses, where representatives of farmers’ organizations 
— ^in the gasoline and oil, insurance, electrification, farm supply, 
and other businesses — ^were numerous and their problems and ac- 
complishments formed a considerable part of the program. 

Evidence of recognition that the consumer and farm groups 
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have important common interests is given by the fact that some of 
the most important farmers’ purchasing organizations in the coun- 
try have allied themselves with the consumers’ movement by 
affiliation with the Cooperative League. 

Consumers’ Cooperatives, 1939® 

Substantial increases in volume of business done in 1939 by 
cooperative associations, both wholesale and retail, as well as in 
their net earnings, are shown by data obtained by the Bureau of 
Labor Statistics. This increase was accomplished in spite of a 
2-percent drop in the level of both retail and wholesale prices as 
compared with 1938, and was in contrast to the situation in 1937 
when the dollar sales of both types of associations declined. . . . 

It is estimated that at the end of 1939 there were 4,350 retail 
distributive associations operating stores, buying clubs, and gaso- 
line stations, with 925,000 members and annual sales of $ 211 ,- 

653.000. Associations providing various kinds of service (rooms, 
medical care, burial, housing, electricity, etc.) had an estimated 
total of 914, with 576,450 members and a business of $5,815,000. 
Credit unions numbered 8,315, with an estimated membership of 
2,421,000 and loans granted during the year amounting to $240,- 

500.000. No data were available upon which to make computa- 
tions regarding telephone or insurance associations. It was esti- 
mated by the Bureau (See Bureau of Labor Statistics Bulletin No. 
659.) that at the end of 1936 there were 5,000 telephone ^soda- 
tions with 330,000 members and gross income of $5,485,000; 
also that insurance assodations numbered 1,800 wdth 6,800,000 
policyholders and $103,375,000 gross premium income. It is 
doubtful that the telephone assodations have shown much, if any, 
increase since 1936; the insurance associations have increased, but 
the Bureau has no data showing the measure of the increase. 

Retail cooperatives have federated and established wholesale 
cooperatives through which to purchase their supplies. These 
wholesales the Bureau of Labor Statistics dassifies, on the basis 
of territorial coverage, as district, regional, and interregional. 
The district organizations are those serving a group of assoda- 
tions in a well-defined area less than State-wide. The regional 
wholesales are those operating throughout one or more States. 

® Quoted, with permission, from ^‘Consumers Cooperatives,” 1939, U* S. Dept 
Labor, Bureau of Labor Statistics, Serial No. R. 1158, Labor Oc- 

tober, 1940. 
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The interregional associations are federations of regional whole- 
sales for the pooling of their purchasing power. 

At the end of 1939 the 13 district wholesales were serving 
160 retail members, and over a, 100 retail associations were mem- 
bers of the 22 reporting regional wholesales handling consumer 
goods. The two interregional associations had in membership 14 
and 7 regional associations, respectively. 

A combined business of nearly 52 j 4 million dollars was shown 
by the reporting regional wholesales, which was an increase of 
slightly over 5 percent (for identical associations) as compared 
with the preceding year. These associations realized a net gain 
on their operations amounting to about $1,200,000, or 42 per- 
cent above 1938. The district wholesales had sales amounting to 
$1,751,273 (16.3 percent over 1938) and net earnings of $102,- 
272 (18.6 percent over 1938). The business of the two inter- 
regional organizations aggregated more than 2^4 million dollars 
in 1939. 

Out of their net earnings the regional wholesales returned to 
their member associations, on their business with the wholesales, 
over $750,000. Including the patronage refunds made by the 
interregional and district organizations, altogether the retail asso- 
ciations which were members of wholesale federations benefited, 
on this one year’s business, to the amount of nearly a million 
dollars. 

In order to make further savings for their members and in 
some cases to overcome difficulties in obtaining supplies from 
private sources, some of the wholesales have undertaken certain 
productive or processing operations. One organization operates a 
bakery and coffee-roasting plant, another makes butter, slaughters 
animals for meat, and makes sausage. Several of the wholesalers 
blend their own lubricating oil, and make grease, and several 
make commercial fertilizer, mix feeds, and operate seed clean- 
ing and grading plants. The year 1939 witnessed a considerable 
expansion in these activities. One complete cooperative oil re- 
finery, with pipe lines, was completed in 1939 and the construc- 
tion of another was started. All of the above developm'ents are 
discussed in greater detail in the following pages. 

Compilation of data on operations of regional wholesales han- 
dling consumer goods shows a remarkable expansion from 1929 
to 1939. In 1939 the amount of business done was more than 7 
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times as great as in 1929, net earnings were more than 10 times 
as great, and patronage refunds more than 12 times as great. 

Notwithstanding the depression, the volume of cooperative 
wholesale business rose without a break through 1937. In 1938 
a slight decrease occurred, but 1939 sales more than overcame 
that decline. Net earnings and patronage refunds showed a slight 
dip in 1933 the succee^ng year that set-back was more 

than overcome and each succeeding year showed a higher level 
than before. 

In the 1 1 -year period, wholesales handling consumer goods 
did a business of nearly $300,000,000 and returned to their mem- 
bers on their patronage almost 534 million dollars. 

. . . TREND OF consumers’ COOPERATIVE WHOLESALING, 
1929 TO 1939 

Since 1929 the Bureau of Labor Statistics has been gathering 
data annually on the operations of cooperative wholesale associ- 
ations handling consumer goods. On the basis of these figures, 
table 10 and the accompanying chart have been made, which show 
in graphic fashion the trend during the period 1929 to 1939. Dur- 
ing this period, the number of wholesales handling consumer 
goods has nearly tripled, rising from 8 to 23. This does not mean 
that 1 5 new cooperative wholesales were established during the 
interval. Only 8 of the associations in operation at the end of 
1939 were new associations 5 the others had entered the Bureau’s 
tabulations at diflFerent times during the period, as they began to 
handle consumer goods. In 1929 fewer than 400 retail associa- 
tions were members of consumers’ cooperative wholesales j nearly 
6 times as many were members in 1939. Sales were more than 7 
times as great in 1939 as in 1929, net earnings more than 10 
times as great, and patronage refunds more than 12 times as great. 

Present Status^^ 

By Wallace J. Campbell 
(Asst. Secretary, The Cooperative League, U. S. A.) 

Cooperative history of 1939 must be written with a reservation. 
Only in a little longer perspective will the record be completed, 

1 ’■Quoted, witfi permission, from the ?eofles Year Book, 1940, pages 194-8. 
C. W. S., Manchester, and S. C. W. S., Glasgow, 1940. 
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for the economic life of the United States is extremely sensitive 
to the repercussions of war in Europe. 

STRIKING ADVANCE IN COOPERATIVE TRADE 

Statistics already available indicated, even so early as the end 
of September, a swing-over to the cooperatives, attributable to 
the public fears of profiteering. Central Cooperative Wholesale, 
with its headquarters at Superior, Wisconsin, and serving 140 
cooperative societies in Minnesota, Wisconsin, and Northern 
Michigan, announced the biggest business for any one month in 
its 20-year history. September trade shot up to 430,000 dollars, 
a 40% increase over September, 1938. Another important whole- 
sale, Eastern Cooperative, serving 200 societies along the East- 
ern seaboard, showed an even greater percentage increase: 1 10,000 
dollars’ worth of sales in September, a 101% advance on the 
September, 1938, figures. As significant comparison it may be 
noted that E.C.W.’s business increase over the first nine months 
of 1939 was 46% ahead of the January-September period of 
1938. 


EXTENDING THE GROCERY BUSINESS 

War reactions apart, an outstanding feature of the year’s opera- 
tions was the rapid rise of consumer cooperation in the grocery 
business. This is of great importance in the development of 
American cooperation, for it signifies a strengthening and expan- 
sion of the city cooperatives and at the same time indicates the 
growing tendency of the rural cooperatives to take over the dis- 
tribution of groceries as well as the farm supplies which have for 
long been rural cooperation’s strong and dominant line. 

WHOLESALE-RETAIL GROCERY CHAIN 

In the van of this development was Midland Cooperative 
Wholesale, of Minneapolis, with a unique enterprise. Between 
June and September it opened, in collaboration with its retail- 
society members, 18 grocery stores run on the central-manage- 
ment, chain-store principle, and is already giving clear indication 
of success. This, the first of the wholesale-retail cooperative 
grocery chains, was the outcome of two years’ planning and edu- 
cational propaganda. 

In this connection, note might be taken of passages in the fifth 
report on Consumers’ Cooperation in the United States, issued 
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earlier in the year by the U. S. Bureau of Labor Statistics of the 
Department of Labor. Its findings were based on operations for 
1936, but in general it found “z sounder development than at 
any time since the Bureau started to follow the movement in 
1918,” and that ‘'the business practices of local associations have 
undergone a noteworthy change for the better.” Field studies led 
to the following view: 

The independent, Isolated cooperative ’associations ■were in general 
far below the level of the federated associations in business efficiency, 
size, volume, financial stability, and operating results . . . Amongst 
the increasingly large number of associations which have realised the 
advantages of federation and have utilised to the full the wholesaling, 
auditing, and other facilities available, failures are becoming fewer and 
fewer. 


A STANDARD COOPERATIVE lABEL 

How the federal impulse is working from top to bottom is 
further instanced by the cooperation of the five cooperative gro- 
cery wholesales: the three already mentioned, with Consumers’ 
Cooperative Association of North Kansas City, and the Chicago 
Cooperative Wholesale. These five bodies have worked in collab- 
oration through the grocery committee of National Cooperatives 
Inc., the national business federation of consumer cooperatives, to 
.establish a uniform cooperative label, a national purchasing pro- 
gramme, and grade and informative labelling. An effect of this 
joint programme is that 500 retail cooperatives carry goods which 
bear a standard cooperative label, and are packed to standard 
specifications set forth by the national committee. In this connec- 
tion the movement has been a pioneer in implementing the Gov- 
ernment’s grading scheme, under which traders were asked to 
label canned and bottled goods according to the Government’s 
A.B.C. grade specifications (broadly speaking, the United States 
equivalent of the British National Mark). 

FIRST OIL REFINERY 

Cooperative business in petroleum products reached a high rec- 
ord of 110,000,000 dollars in 1937. That figure will probably 
be exceeded. In this field the cooperatives are seeking increased 
efficiency by extending from wholesaling and retailing to refining. 
At Phillipsburg, Klansas, the first cooperative oil refinery in the 
United States was expected to be dedicated in early December. 
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It is the 700,000 dollar project of the Consumers’ Cooperative 
Association of North Kansas City, Served by a 70-mile pipe-line, 
this modern refinery will process 3,000 barrels of petroleum 
products daily, but even so will supply no more than a third of 
the 4^ million dollars’ worth of such business handled by its 
458 affiliated retail associations. 

Meanwhile, just over the Canadian border, at Regina, Con- 
sumers’ Cooperative Refineries has signed a quarter million dollar 
contract for a refinery planned to be completed in June, 1940. 

FARM SUPPLIES 

Continuing to be the biggest line of cooperative business, farm 
supplies, business in which almost tripled in the decade 1927-37, 
soared up to a total of 440,000,000 dollars in 1938. In that year 
the big cooperative organisations had already made a successful 
attack on the commercial fertiliser monopoly. Late in 1938, the 
cooperative “self-supply” position was further consolidated with 
the joint purchase by the Ohio Farm Bureau Cooperatives and 
the Cooperative Grange League Federation, Ithaca, New York, 
of a 1 00,000-ton commercial fertiliser factory in Baltimore. Fur- 
ther progress towards cooperative independence in 1939 
launching of plans for the construction of two additional plants 
by the Indiana and Ohio Farm Bureau Cooperatives. These plants, 
at Indianapolis and Cincinnati, are scheduled for completion dur- 
ing 1940. 

Approximately 600,000,000 dollars is the estimated extent of 
consumer cooperative business in the United States. This com- 
prises both household and vocational goods, covering a many- 
sided business from groceries to housing societies, farm supplies 
to telephone associations, and medical services to eating places. 

Among the more striking advances are those in the field of co- 
operative distribution of electric power in rural areas, sponsored 
by the Rural Electrification Administration. This line of business 
demands organisation covering extremely large tracts of country 
and serving widely scattered memberships. The federal electrifica- 
tion programme was launched in 1935. Since then 220,000 miles 
of line have been laid to service farm families in 600 cooperative 
societies scattered over 44 of the 48 states. 
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THE COOPERATIVE MEMBERSHIP 

A conservative estimate puts the membership of cooperatives 
providing goods and services in the United States at 2,000,000. 
To this figure may be added approximately 2,000,000 more mem- 
bers of cooperative credit concerns, operating through their own 
Credit Union National Association whose headquarters are in 
Madison, Wisconsin. Another 2^ million are members of co- 
operative marketing associations handling a cooperative market- 
ing business which in 1938 reached an estimated value of 
1,960,000,000 dollars. Of these, many are also members of the 
National Cooperative Council whose oifices are in Washington, 
D.C. 


PROGRESS IN NATIONAL ORGANISATION 

Marked progress towards national organisation and coordina- 
tion of activities was made during the past year. Outstanding de- 
velopment was the action of the Cooperative League of the 
U.S.A., the national educational federation of the consumer co- 
operatives, and the National Cooperatives Inc., the national pur- 
chasing federation. In January these two organisations opened 
joint executive offices in Chicago. A majority of the directors sit 
on both boards and by meeting at concurrent sessions are able to 
take steps to coordinate the specific activities of the two federa- 
tions. National Cooperatives assisted the League in the opening 
of an information and legislative Office in Washington, D.C. This 
does not supersede the League’s original office in New York City, 
which is still being carried on. 

Appended to its note on the successful trend towards federated 
in place of isolated associations, the Bureau of Labor Statistics 
Report, referred to earlier in this review, had the following 
comment: 

To-day, more associations are formed only after extended educa- 
tional work than formerly was the case. Reliance on practical facts has 
to a large extent supplanted the unthinking enthusiasm and exaggerated 
claims that characterised the early period. 

The year just ended saw further important advances along this 
line. 
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STUDY CLUBS AND “NEIGHBOURHOOD NIGHTs” 

With the member, cooperative education received its greatest 
stimulus from the introduction of the study circle or discussion 
club technique borrowed from the movements in Sweden and 
Nova Scotia. Personal participation is the key principle of this 
method and the decisive factor in its success. The clubs consist of 
small groups meeting weekly or fortnightly in the home of one 
or the other, and personally discussing general or specific prob- 
lems arising from their own plans of campaign or schemes of 
development. 

In the State of Ohio alone, 600 such clubs, under the name 
“advisory councils” are organised, and 400 more are to be run- 
ning by the Spring of 1940. Working on the study club basis. 
Midland Cooperative Wholesale assisted its member associations 
to inaugurate more than a hundred “neighbourhood nights.” The 
Winter programme of Central Cooperative Wholesale includes 
the opening of 8 50 study clubs and the educational staff has been 
increased to further the programme. Similar plans are in opera- 
tion by Consumers Cooperative Association and Eastern Coopera- 
tive Wholesale. In California, “fireside forum” is the chosen de- 
scription of the study circle, a large number of which are already 
organised. Behind this “personal study” movement is the growing 
weight of an informative cooperative press. Newspapers and mag- 
azines published by thirteen regional associations, total a circula- 
tion of some 600,000 copies, keeping the local member posted in 
general news and developments in the movements. 

MEETING DEMAND FOR TRAINED PERSONNEL 

For the employee, the educational organisation is taking shape 
in response to the demand for trained personnel. Both national 
and regional institutions are providing vocational courses for em- 
ployees and prospective employees. Nationally, Rochdale Insti- 
tute, in the third year of its existence, began its fifth semester 
under the direction of Dr. James P. Warbasse, President of the 
Cooperative League. One of the courses offered is a specialised 
course in Cooperative Business and Grocery Store Management. 
It consists of three months’ academic training, followed by two 
months’ “field,” or practical work at cooperative grocery stores in 
various parts of the country. The Grocery Store Management 
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course is jointly sponsored by Consumer Distribution Corporation 
and Eastern Cooperative Wholesale. 

Many of the newly-organised grocery stores, particularly in 
the Eastern part of the United States, are calling for trained man- 
agement personnel, and to meet this demand the two organisa- 
tions named have set up a Council for Cooperative Business 
Training to provide the technical courses required. For the Roch- 
dale Institute’s course in Grocery Store Management, E.C.W. 
supplies the technical staff and the model demonstration store. 

Meanwhile, it is to be noted that cooperation as a social and 
business system already enjoys the cognisance of the State in na- 
tional educational curricula. During the year, courses on the co- 
operative movement have been added to the lists in several Amer- 
ican Colleges. In the States of Minnesota, Wisconsin, and North 
Dakota, cooperative courses are given in public schools as well as 
colleges. 

Press, platform, and radio add their advocacy of the coopera- 
tive cause. One quotation may suffice. Broadcasting on counters to 
dictatorship in the present stage of social evolution, the Rev. 
James Myers, Industrial Secretary of the Federal Council of 
Churches, had this passage: 

Consumers’ cooperation offers an important answer to what is per- 
haps the major economic problem in America to-day — ^how, at the same 
time, to raise wages and lower prices in order to create a sufficient 
volume of purchasing power to balance production and consumption, 
keep our factories and farms running at full capacity and abolish un- 
employment. 

Consumers’ cooperation does offer, it seems to me, one of the major 
techniques for non-violent, gradual, but sure progress in a democracy. 
It combines in marked degree what a troubled world has been waiting 
for — a system in which, sound economics coincide with the fundamental 
ethics of religion and the essential principles of democracy. 



CHAPTER IV 


ORGANIZED RELIGION AND THE CONSUMERS’ 
COOPERATIVES 


Religiotts Implications of Consumers’ Cooperation^ 

A GROUP of church people recently visited the cooperative store at 
Maynard, Massachusetts. Some of them had heard Dr. Toyohiko 
Kagawa, one of the world’s great Christians, declare that “con- 
sumers’ cooperation is the love principle of Christianity in economic 
action.” They did not quite understand what he meant. So they 
went to see a cooperative in action and asked the manager what it 
was all about. He described the basic principles of cooperation, 
which we shall discuss later in this chapter, and showed them the 
grocery, meat, bakery and other departments. 

The visitors became particularly interested in his report of the 
previous year’s achievements in the dairy department which 
bought milk, butter, eggs, cheese from nearby farmers and sold 
them to the members of the cooperative who lived in the city. 
Each of these city cooperators had obtained his dairy products at 
regular market prices but had received a return or “patronage 
dividend” at the end of the year of lo per cent on his total pur- 
chases. At the same time the farmers from whom the dairy products 
were purchased had received 29 per cent more than they would 
have obtained if they had sold their products through private 
dealers. And the quality of these dairy products was so high that, 
strange as it may seem, charges of unfair competition were made 
against the cooperative. When the cooperative was asked why it 
sold so much better quality goods at the same market price (and 
later even returned a patronage dividend to the consuihers), the 
reply was, “That is what we’re in business for.” 

^Quoted, with permission, from In Business for Service^ by Rev. James Myers, 
Industrial Secretary, Federal Council of Churches of Christ in America, and Executive 
Secretary of the Committee of the Churches and Cooperatives, New York City, un- 
dated, pages 2»8, 
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The basic purpose o£ a cooperative is service. Jesus said, “I came 
to minister, not to be ministered unto.” What is this strange eco- 
nomic system of consumers’ cooperation which in its very system 
of doing business hews so close to the line of the Christian ideal of 
service? 

Consumers’ cooperation is founded on the fact that amidst all 
the other clashing economic interests of human society, there is one 
unifying principle — a common economic bond which is as broad as 
humanity itself. Whatever other economic interests tend to divide 
us into classes or nations — we are all consumers. Therefore, in the 
endeavor to build an economic system which will be of widest 
service to society, consumers’ cooperation has selected as its foun- 
dation the needs of consumers. 

Consumers’ cooperation was born ninety-four years ago in the 
little town of Rochdale, England, when twenty-eight working 
men and women started the first cooperative store. It has grown 
from that humble beginning until today there are over one hun- 
dred million members of cooperatives in forty countries of the 
world including the United States. 

Cooperative enterprises include both distribution and manufac- 
ture, to a varying extent, in different countries. They cover a wide 
range of commodities and services, such as groceries, farm supplies, 
feed, seed and fertilizer, clothing, furniture, foods, transportation, 
coal, lumber, gas, oil, automobile tires, housing, rural electrifica- 
tion, credit unions and banks, bakeries, milk distribution, medical 
service, and insurance. 

. . . The basic principles or techniques of true consumers’ co- 
operation have come to be known as the “Rochdale Principles” 
which have now been tried out for nearly one hundred years and 
found to be sound and practicable. We shall describe these four 
major principles and the other supplementary principles of the 
movement. As we proceed it will be interesting to observe how 
mere economic rules can embody and express ethical values of 
special interest to Christian people. . . . 

ECONOMIC AND SOCIAL RESULTS OF COOPERATION 

One of the most significant and hopeful aspects of consumers’ 
cooperation lies in its practical contribution toward economic and 
world peace. Cooperation offers an important answer, for instance, 
to what is perhaps the major economic problem of America and 
other countries today — a problem which is causing grave concern 
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to industrialists and governments alike. That problem is how, at 
the same timey to raise wages and lower f rices in order to create a 
sufficient volume of purchasing power to balance production and 
consumption, keep our factories and farms running at capacity and 
abolish unemployment. 

Last year I met with a group of young people in a church in one 
of our western cities. They had been investigating a strike of 
laundry workers. They felt that the strikers were justified in de- 
manding an increase in wages on which they could not live decently. 
But they were honestly at a loss to see how wages could be raised 
without also increasing prices which were already high. I advised 
them to study the cooperative movement. For there is impressive 
evidence that consumers’ cooperation in countries like Sweden, 
Finland, and others, where it is most highly developed, is actually 
helping to solve this apparently impossible economic conundrum. 
By means of keeping wage levels high, while at the same time 
reducing the cost of living, consumers’ cooperation has contributed 
in a remarkable way to the amazing achievement of these countries 
which have now 'practically abolished unemployment. What a con- 
trast to our own country where ten million men and women can 
find no work! What a contrast is the lot of Scandinavian young 
people to the plight of Youth in America who look forward almost 
with despair to the ordeal of trying to find a job! Consumers’ 
cooperation is a major hope of Youth. 

I do not wish to imply that consumers’ cooperation is a complete 
social and economic panacea which unaided can solve all the ills of 
the world. The present chapter does not permit space to discuss 
other important factors such as social insurance, taxation, public 
ownership of utilities, and the part to be played by organized labor, 
organized farmers and organized employers. 

But consumers’ cooperation does ofiFer, it seems to me, one of 
the major techniques for non-violent, democratic social change 
toward a more cooperative human life. It combines in marked 
degree what a troubled world has been waiting for — a system in 
which sound economics coincide with the fundamental ethics of 
religion. 

It must be emphasized that the means by which the cooperative 
movement seeks to achieve economic and world peace are as impor- 
tant aS these objectives themselves. The reliance upon coercion 
and force by dictatorships both of the right and of the left will in 
the end defeat their own purposes. Consumers’ cooperation, on the 
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Other hand, is voluntary. It is not imposed from the top down by 
autocracy, either political or industrial. It is built in democratic 
fashion by the people themselves from the ground up. 

... It is partly because of the foregoing reasons that many 
Christians find that they can breathe more freely in the atmosphere 
of consumers’ cooperation than in that of competitive business con- 
ducted for private profit. Cooperation appeals to Christian idealists 
because it is organized primarily for service, because it tends to 
develop character, and because it is a non-violent method of social 
progress. It is also a form of social action in which everyone can 
take a part. Middle class and professional people, as well as labor 
and farmers, find in cooperation something they can really do, 
rather than confining their interest in social problems to theoretical 
discussion. In a cooperative one can vote for economic democracy 
every day, with every dollar one spends. 

In addition it may be said that it is mighty good for religious as 
well as other idealists to find themselves faced with the hard facts 
involved in actually conducting a successful business enterprise. It 
is one thing to ‘'^talk” about a better economic order j it is quite 
another to balance the books and “keep out of the red.” It con- 
stitutes a needed practical discipline, and helps to build the kind of 
idealists who will really be of help in transforming this work-a-day 
world into something more like the Kingdom of God on Earth. 

PERSONAL RELIGION STILL NEEDED 

While study and experience in cooperation confirm the existence 
of Special ethical values in the movement, it is also clear that no 
economic system by itself can automatically remove all the causes 
of human conflict. There remain in the human heart tendencies to 
selfishness, pride, intolerance, which only religion can eradicate. 
Even when an economic structure eliminates the opportunity for 
private profit, it will be found that there may still remain the 
frestige motive and the fower motive on the part of individuals 
and groups who may strive primarily for honor or position for 
themselves. This is true in any group, whether it be a church, a 
labor union, a cooperative, or a “socialized society.” Only the 
grace of God can help each one of us to develop a truly coofera- 
tive sprit — ^the humility, tolerance and self-discipline which alone 
will enable any group to work together in harmony. The specifica- 
tions of character described by Jesus in the Sermon on the Mount 
will remain basic for the success of a cooperative society. 
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Economic Manifesto by Religious Leaders^ 

Clergymen prominent in the Protestant, Catholic and Jewish 
faiths joined on May 23 in issuing a plea for ^^Democracy and 
Economic Planning.” The list of more than 100 signers included 
among the Protestants Rev. Edgar DeWitt Jones, Bishop Francis 
J. McConnell, Rev. James Myers, Rev. Robert W. Searle and 
Rev. Ralph W. Sockmanj among the Catholics, the Rt. Rev. 
Thomas J. O^Dwyer, Msgr. John A. Ryan, Dean Charles C. 
Miltner, Msgr. Francis J. Haas and Rev. R. A. McGowan^ and 
among the Jews, Rabbi J. X. Cohen, Rabbi Sidney E. Goldstein, 
Rabbi Edward L. Israel, Rabbi Morris S. Lazaron and Rabbi 
Hyman J. Schachtel. The statement reads: 

The depression has held America in its grip for nine years. Millions 
are still Jobless. There is no sign of putting any considerable proportion 
of them back to work or of assuring either them or many of those now 
at work income sufficient to enable them to live as human beings and 
Americans should live. Our unmatched ability to produce goods and 
services is still thwarted. An intelligent and ambitious people eager for 
progress are still blocked. The effort since 1933 to abolish unemploy- 
ment and restore full business activity, although unequalled in the his- 
tory of our country, has not yet met the needs. 

In similar circumstance other countries have already succumbed to 
complete governmental domination. In our country desperation has 
fortunately not yet reached the stage of a widespread demand for such 
dictatorship. However, until economic life is stabilized on high levels of 
production and just distribution, and until unemployment is abolished, 
there will remain constant danger of trends toward the totalitarianism 
of a Communistic or Nazi-Fascist state with all their cruel violation of 
basic rights and liberties. 

In terms of economic life our tragedy is due to failure to distribute the 
income of our production widely enough to enable us to end poverty in 
the United States, return the people to work, and thus create the demand 
for even larger production by our farms and factories. Too much money 
has gone to the few. Too little has gone to the many. Too much has 
gone to interest and dividends. Too little has gone to the many in return 
for work. Some industries have gained unfairly at the expense of other 
industries. Prices for various goods and services which need to stand in 
a proportion to one another that will ensure full output, steady employ- 
ment and a good living for everybody, are utterly out of balance. 

^Quoted, with permission, from Information Servicey of the Department of Re- 
search and Education, Federal Council of Churches of Christ in America, New York, 
N. Y., Vol. XVIII, No. 22, June 3, 1939, pages 2-3. 
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Such a situation would frustrate at any time the true purpose of work 
and of ownership. Now the result is tragedy. The ability to produce 
goods and services is so great that unless the masses of the people have 
a way to get the goods and services, the producing system, physical, 
mechanical and human, collapses. It collapsed in 1929. It has not yet 
been revived. 


MORAL AND RELIGIOUS PROBLEMS INVOLVED 

In terms of morals and religion, from which we draw right principles 
of action and the sanctions of life, the cause of our tragedy is a refusal 
to govern our lives in accordance with the old truth that we are all 
persons possessed of immeasurable dignity struggling through life to- 
gether as brothers under the one God, towards the one goal. Work and 
ownership should exist for the good of each and the good of all. Some 
way we must make them fulfill that purpose. thou thy brothers 
keeper” and ^Tove thy neighbor as thyself” apply to work and owner- 
ship as they do to all of life. 

Owners and workers in the industries, in farming and in the profes- 
sions, have the obligation, as producers of goods and services, to advance 
both the welfare of their brothers who perform a like work with them, 
and the welfare of the public whom they serve. Incomes can and must 
be such that everyone may live well. Incomes must be balanced from 
group to group, from industry to industry, from profession to profes- 
sion. Prices must be such as to let the people of every industry and 
profession get work and live well. To the same end every price must 
be balanced with every other price. A proper balance in buying power 
must be made to exist between workers and employers, between one 
industry and every other industry, between one profession and every 
other profession. Only by living incomes and balanced incomes and by 
living prices and balanced prices for all can we end unemployment, use 
our resources fully and advance in peace and progress, 

DEMOCRATIC ORGANIZATION NEEDED 

To achieve these ends the people of the industries, of farming and of 
the professions need to organize. They are better organized now than 
ever in our history. Moreover, in spite of selfishness and short-sighted- 
ness and mixed motives, there appears to be more willingness on the 
part of industries and professions to cooperate for the common good. A 
new spirit is coming over employers’ associations. The labor movement, 
on its part, is exercising more responsibility for the efiicient operation of 
industry than is generally known, and is aiming at cooperation with 
the owners for the purpose of guiding incomes and prices in a new and 
better way. 

Because organization has so grown and because the spirit has changed, 
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even though incompletely, it seems that there would now be response to 
governmental leadership to expand production and employment, and 
guide incomes and prices for the common good. Governmental leader- 
ship is needed. But this growth of organization and this change of spirit 
are necessary prerequisites for the governmental action required. Other- 
wise the needed guidance of economic life would be undertaken by the 
government alone with the consequences at least of a hazardous cen- 
tralization of power and bureaucracy and, at worst, economic, social 
and cultural dictatorship. 

GOVERNMENT SHOULD LEAD BUT NOT DICTATE 

Yet governmental leadership and assistance remain necessary. Other- 
wise a general balance among all industries and groups seems wholly 
impossible. The easily possible expansion of production and employment 
awaits some concerted and joint action. Only the coordinating and im- 
partial power of government is competent to provide the leadership. 

Yet, again, in order to avoid too much governmental power, the or- 
ganizations of the various industries, their free labor unions included, 
and farming and the professions should federate. Their federation with 
governmental help can expand output and achieve a proper balance of 
incomes and of prices. We need to direct economic life but the direction 
should be undertaken first of all and to the very limits of the possibilities 
by the people, democratically organized around their own work and 
ownership. The greatest burden and control should rest on the people 
freely organized as now, in employers’ associations and labor unions, in 
farmers’ marketing cooperatives and in associations of the professions, 
and upon them so federated by industry councils that they can see their 
own occupation squarely in the whole picture of economic life. 

Governmental leadership can go far to lead them when they are thus 
organized and federated, to set and attain goals of widening output and 
larger employment, and distribute the income, and balance the prices so 
as to let the people use the increasing goods and services which we pro- 
duce and can produce. We can do this under democracy. 

consumers’ cooperation 

In the democratic organization of our production and distribution, 
consumers’ cooperatives can and should exercise an increasing place. 
Other organized industries and organized farmers may, indeed, when 
federated, check the selfish over-reaching of any group. So too may the 
government. However, the costs of getting goods from producer to con- 
sumer are so huge, the ultimate consumer can be so easily lost sight of, 
and the government might so lend its power to dominant industries or 
classes, that the consumers themselves should organize in cooperatives. 
They should also be directly represented in some effective fashion in 
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the governmental leadership and assistance that would be provided for 
the organized and federated occupational groups. The Consumers’ Coun- 
sel Divisions established in the administration of the bituminous coal 
industry, and in the AAA offer certain examples of how to represent 
consumers’ interests in governmental activities. 

The situation is so serious that we ask the government to provide the 
leadership soon. Prudence probably dictates action in the more elemen- 
tary industries first, and on the inter-state level only. 

AVOID MISTAKES OF NRA 

But the fundamental mistake of the NRA should never be repeated. 
The NRA did not provide for inter-industry cooperation. It did not give 
effective representation to consumers. It left employes and their unions 
almost entirely out, except for the right to speak and the right of outside 
organization. It thus left out those in industry itself whose immediate 
interests are fair incomes while they work, and the balanced incomes 
and prices which will let them stay at work. Their absence in any 
guidance of industry destroys all efficacy and sets up either a ruinous 
system of private monopolies avid for profits, or a ruinous governmental 
dictatorship. 

In this situation, the only answer to which is the application of in- 
telligence to economic process, a chief disturbing factor is the function 
of government. It is impossible to preserve our essential democratic 
political life without some form of economic democracy; but from the 
experiences of other countries, we fear that a tendency towards govern- 
mental control of economic life will produce totalitarianism here. 

In the face of this dilemma, we are encouraged to recommend this 
democratic procedure we have suggested not only because it appears to 
be the sole hope of preserving our democracy, but because its limits are 
so circumscribed as to make government only a party to the enterprise 
and not the dominant controlling element. 

A wisely conceived guidance of economic life need not mean a dic- 
tatorial state. Neglect to guide and direct the economic system will mean 
totalitarianism by default. 

DEMOCRATIC CONTROL 

We therefore urge such safeguards to the organized guidance of eco- 
nomic life in America as will tend to limit to government the role of 
participant rather than dictator. We furthermore urge a constant recog- 
nition of the fact that the direction of industry must provide that labor 
as such, and consumers as such, as well as employers be organized as 
constituent, self-conscious elements of any and all plans. In other 
words, we suggest democratic action from the bottom up as well as from 
the top down. 

Upon schools, universities, press and church there rests a supreme 
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responsibility to educate. A world in economic chaos must begin to 
apply intelligence and good will to economic problems so as to bring 
about unity for the common good. America must act through democracy, 
and democracy can act only through individual awareness, intelligence 
and good will. 


Consumers’ Cooperatives® 

FOREWORD 

. . . Consumers’ cooperation is advocated in Pius XPs En- 
cyclical, “Reconstructing the Social Order,” only by implication; 
but it has been a constituent part of the program of Catholic Social 
Action for a generation. 

As the main lines of social change, the Encyclical advocates the 
growth, with governmental help, of employers’ associations and 
labor unions, and of other organizations in agriculture, trade and 
the professions, into a guild order. In a guild, people organize 
around their work. They do so to direct economic life coopera- 
tively for their own and the general welfare, with the help of 
government. 

The consumers’ cooperative movement, on the other hand, ad- 
vocates organization around the consuming of goods. Consumers’ 
organizations stand in a second line of importance. However, they 
are of great value now and permanently, both to prevent profiteer- 
ing and to train people in cooperative endeavor. 

SOCIAL ACTION DEPARTMENT 
NATIONAL CATHOLIC WELFARE CONFERENCE 

One of the most serious evils in our economic system today 
is excessive profit-taking. One of the most effective means of com- 
bating this evil is to be found in the organization of consumers’ 
cooperatives. Because of their indubitable power for remedying 
this evil, and because of other unquestioned values which flow from 
them, these cooperatives are deserving of most careful study and 
attention. 

It should not be surprising to find authoritative pronounce- 
ments of Catholic churchmen on so useful and practical a remedy 
for our economic and social ills. Perhaps the most general and 

® Quoted, with permission, from Consumer^ Cooferatwes, by Rev. Edgar Schmiede- 
ler, O.S.B., Ph.D,, Director, Rural Dife Bureau, National Catholic Welfare Confer- 
ence, Social Action Series 5, The Faulist Press, New York, 1937, pages i-g. 
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all-embracing among such pronouncements is the following, taken 
from The Bishops’ Program of Social Reconstruction (1919): 

“More important and more effective than any government regu- 
lation of prices would be the establishment of cooperative stores. 
The enormous toll taken from industry by the various classes of 
middlemen is now fully realized. The astonishing difference be- 
tween the price received by the producer and that paid by the con- 
sumer has become a scandal of our industrial system. The obvious 
and direct means of reducing this discrepancy and abolishing un- 
necessary middlemen is the operation of retail and wholesale mer- 
cantile concerns under the ownership and management of the 
consumers. This is no Utopian scheme. It has been successfully 
carried out in England and Scotland through the Rochdale system. 
Very few serious efforts of this kind have been made in this coun- 
try because our people have not felt the need of these coopera- 
tive enterprises as keenly as the European working classes, and 
because we have been too impatient and too individualistic to make 
the necessary sacrifices and to be content with moderate benefits 
and gradual progress. Nevertheless, our superior energy, initiative 
and commercial capacity will enable us, once we set about the task 
earnestly, even to surpass what has been done in England and 
Scotland. 

“In addition to reducing the cost of living, the cooperative 
stores would train our working people and consumers generally in 
habits of saving, in careful expenditure, in business methods, and 
in the capacity for cooperation. When the working classes have 
learned to make the sacrifices and to exercise the patience required 
by the ownership and operation of cooperative stores, they will be 
equipped to undertake a great variety of tasks and projects which 
benefit the community immediately and all its constituent members 
ultimately. They will then realize the folly of excessive selfishness 
and senseless individualism. Until they have acquired this knowl- 
edge, training and capacity, desirable extensions of governmental 
action in industry will not be attended by a normal amount of 
success. No machinery of government can operate automatically, 
and no ofScial and bureaucratic administration of such machinery 
can ever be a substitute for intelligent interest and cooperation by 
the individuals of the community.” 

It would be a simple matter to add other statements favorable 
to cooperatives from a veritable array of Catholic authorities. A 
few more will be given toward the end of this booklet. For the 
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present we will turn our attention instead to considerations such 
as the meaning and classification of cooperatives, and extent of 
their growth, the principles underlying them, and their peculiar 
economic and social values. 

MEANING AND CLASSIFICATION OF COOPERATIVES 

It is not an altogether simple matter to define a cooperative. 
To be sure, it is easy to say that “to cooperate means to work 
together.” But such a definition is too simple. It does not really 
show the distinctive features of what has come to be known today 
as cooperative enterprise. 

Stating that, technically cooperation has been defined as “that 
joint economic action which seeks to obtain for a relatively weak 
group, all or part of the profit and interest which in the ordinary 
capitalist enterprise are taken by a small and diflFerent group,” 
Rev. F. Basenach, S.J., Loyola College, Madras, British India, 
goes on to say that characteristic of the cooperative system is the 
issue of profits. “In the cooperative form of organization,” he says, 
“the profits go to the members, either under their aspect of co- 
operative producers who have pooled their individual capital and 
labor, or without regard to the capital invested, it goes to the mem- 
bers according to the products they have used. The first form is 
known as Producers’ Cooperation j the second, as Consumers’ 
Cooperation.” And he adds, referring to the consumer, that “the 
aims of cooperation are undeniably revolutionary in this sense that 
they tend to undermine the foundations of the present capitalistic 
system. The object is to restore all the profits, which capital has 
long regarded as its due, to the consumers; hence the first promise 
of cooperation is to reduce the burden placed on the consumer by 
capital.” 

In the June, 1936, issue of The Catholic World we gave the 
following generic definition of cooperation: “A cooperative society 
or organization is a group of people who band themselves together 
to produce something, to sell something, to buy something for 
themselves, or to pool their financial resources for credit or loan 
purposes.” 

When a group of individuals band themselves together to pro- 
duce something we have what is known as a producers’ coopera- 
tive- In this country there are but very few of these cooperatives. 
When a group bands together for the purpose of selling something, 
the result is a marketing cooperative. This type of coop is rela- 
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tively common among American farmers. When a group of indi- 
viduals unite to pool their resources for loan purposes, the result 
is a credit cooperative. Finally, if a number of people unite for 
buying or purchasing purposes, we have what is known as a con- 
sumers’ cooperative. It is this type that we are chiefly interested 
in here. 

. . . Underl5dng all these consumer cooperative endeavors are 
certain very definite principles that must be followed if the enter- 
prises are to be genuine, if they are to prove thoroughly sound and 
successful. The principles are, in general, those that have become 
known as the Rochdale principles, that is, those followed by the 
group of cooperative pioneers at Rochdale, England. . . . There 
are both economic and social values in cooperation. As the writer 
has stated elsewhere {The Catholic Worldy June, 1936), he is 
convinced that cooperation gives not a little promise of eliminat- 
ing the more glaring abuses, such as waste and the gouging of the 
consumer, that characterize our present system. More particularly 
will this be true as cooperation moves from the consumers’ field 
back into production. Prices will then tend more and more to be in 
harmony with actual cost rather than with monopoly manipula- 
tion, watered stock, or eagerness for pyramided profits. The co- 
operative owners or members have every reason to see to it that 
their business is run efficiently, for each has a stake in it. At the 
same time they have no reason to bid up prices, for they are both 
buyers and sellers. Hence, in a cooperative society one would hardly 
expect to find such a thing as middlemen taking 300 per cent on 
the retail sales of milk products as is done, for instance, in New 
York. There would be little point to such procedure in a coopera- 
tive society. 

. . . Sometimes the savings made by cooperatives are obscured 
by the fact that competitive dealers reduce their prices. It is no 
secret that there is need for much such reduction of prices in this 
country. It is a bit strange, for instance, that in London, a city far 
removed from its wheat supply, the price of bread should be lower 
than in Omaha, located in the immediate neighborhood of our 
immense wheat fields. 

Referring to the social values of cooperatives, a report of St. 
Francis Xavier University, a Catholic institution in Nova Scotia 
which has done outstanding work in fostering coops, has the fol- 
lowing to say, among other things: “One of the chief values of the 
cooperative movement lies in the opportunity it gives the average 
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citizen to function as a conscious agent in shaping his economic life 
and welfare. He works with others for a common end and mutual 
good. Day by day he learns that by cooperating with others he 
serves himself best. He respects leadership because he sees how it 
must develop. He acquires stature as a citizen in political and 
economic relations with his fellow man.” 

To be given some voice in the direction of aflEairs is good for the 
individual. He acquires an added value, a healthy importance, one 
might say, in his own eyes. He develops a sense of responsibility, 
of self-respect and of self-reliance, that should prove beneficial 
both to himself and to society. Cooperation gives to the individual 
such a voice in aflFairs. It takes from those who have been econom- 
ically underprivileged their feeling of helplessness and brings to 
them a realization that something can be done about it. 

Cooperation also inculcates a spirit of self-sacrifice and team- 
work. It begets a spirit of neighborly helpfulness, for it is organized 
on the basis of mutual aid. It offers excellent opportunities for the 
fulfillment of the commandment, “Bear ye one another’s burdens 
and so shall ye fulfill the law of Christ.” It provides an environ- 
ment that encourages the control of such socially harmful tend- 
encies of man as greed, avarice, pride, gluttony, and selfishness. 

Before concluding, a caution or two may be in place. There is, 
first of all, the consideration that a cooperative system will not 
automatically and inevitably lead to good results. Vigilance is 
necessary. The unsocial tendencies of man must be effectively held 
in check. Continued effort is required if a cooperative program is 
to be kept in harmony with the laws of justice and charity. 

A second point is this: Cooperation should not be presented 
merely as an economic program. The Most Rev. Edwin V. O’Hara 
gives the following two reasons for this: First, it would “raise 
extravagant expectations of material gains from this source”} sec- 
ond, it would “tend to becloud the vast social, cultural, and moral 
benefits of cooperation — ^benefits which would justify cooperation 
apart from more material gains,” 

Finally, the mistake must not be made of looking upon con- 
sumers’ cooperatives as the one cure-all of our economic ills. To 
work for the extension of a cooperative society, for instance, but at 
the same time to neglect the development of strong labor or- 
ganizations, would be no less than foolhardy. 

With these cautions in mind, the Catholic may well give serious 
attention to the formation of consumers’ cooperatives. Indeed, he 
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should do so. There is need for action. The abuses in our economic 
system clamor for correction. Consumers’ cooperatives furnish one 
effective means for correcting them. We should not hesitate to 
make the most of them. 

STATEMENTS BY CATHOLICS ON COOPERATION 

Rt. Rev. Msgr. John A. Ryan, D.D., LL.D., in ‘^Social Reconstruction^^ : 

“The cooperative idea can be applied to every part of the industrial 
field. There can be cooperative associations of farmers for the selling of 
their products, enabling them through the elimination of a great number 
of unnecessary middlemen to get a greater proportion of the price that 
is paid by the ultimate consumer. There can be cooperative associations 
of consumers in cities, to buy directly from these cooperative selling 
associations of the farmers. There can be cooperative associations of 
producers, and entire or partial ownership of the factory by the co- 
operative stores. There are scarcely any bounds that may be set to the 
field to be occupied by the cooperative idea; but it is an idea that will 
become operative very slowly. There are serious difficulties in the way; 
there is a great deal of individualism that has to be subordinated to the 
common good; there is need for a great deal of patience. But we know 
from the history of cooperation in Europe, especially in Great Britain, 
that the thing can be done, and can be done by ordinary people, because 
the men in England, Scotland and Wales who own the cooperative stores 
that have been a tremendous success are ordinary wage-earners. They 
have provided the capital and the directive ability necessary to carry on 
the retail stores, the wholesale stores, the factories and steamships, and 
tea plantations and wheat fields. What they have done can be done in 
other countries and in other departments of the industry’^ ^79)* 

Rev. Joseph Husslein, S.J., in ‘‘The World Problem^^: 

“The system of cooperative banking has struck deep root and will 
continue in its prosperous development. Everyone is familiar with the 
success of the Raiffeisen credit associations. 

“Almost equally successful, in many places, have been the cooperative 
stores; it is estimated variously that between one-third and one-fourth 
of the entire population of Great Britain had already participated in 
these enterprises before the outbreak of the war. The total cooperative 
sales in that country for the year 1913 considerably exceeded 
^600,000,000 and there were thousands of cooperative stores in Great 
Britain alone. The same system had likewise developed in Ireland (page 
215). 

“The cooperative bank and the cooperative store have met with un- 
deniable success. They have long ago passed the period of trial and 
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experiment and fully answer the purpose for which they were estab- 
lished. The question of main importance is the extension of the coopera- 
tive principle to the field of production. Its most complex and difficult 
application is found in the cooperative ownership and management of 
industrial enterprises” (page 222). 

Rev. R, A. McGowan, in ‘^Property, Organization, Government 

Action^’: 

^^Every American farmer should be a member of as many cooperative 
marketing organizations, clubs and services as are necessary for him to 
market his varied crop at a fair price. This seems basic. A farmer cannot 
be both expert farmer and expert salesman. A still more cogent fact is 
that, expert salesman or not, a lone farmer bringing his produce to 
market meets a highly organized and strong commercial marketing 
ring. There is no equality between him and the buyers, the sale that 
results is an unequal contract, the farmer does not get equal value in 
money or goods for his crop, he is mulcted, bilked and cheated all the 
time. Cooperative marketing organization is a means of obtaining jus- 
tice. The strength and knowledge of the united farmers can give them 
expert ability in marketing and can bring them closer to equality with 
the buyers. 

^^Every farmer should belong to a credit union in his parish or neigh- 
borhood, for much the same reason that he should belong to a marketing 
cooperative. The farmer needs cheap and sure credit. Alone he has 
neither the strength nor the knowledge to get it from the commercial 
organizations. United with other farmers he can, by united savings and 
united control, give to himself the credit he needs, . . . 

‘Tn the circumstances of American life all cooperatives ought to be 
either on a national scale or, when regional or local, they ought to be 
closely federated. The goods and money markets are national markets 
and the organization must equal the market” (page 7), 

Rev. M. M. Coady, Ph.D., in ^^A University Promotes Cooperation^^ : 

'We in Antigonish are putting forth every effort to have the people 
engage in group action in the four possible fields open to them. 

"(a) The Consumers’ Cooperative Society, or the so-called Coopera- 
tive Store, is gaining great ground. Already eighteen such societies are 
functioning in eastern Nova Scotia alone, and some of them are among 
the most successful on the North American Continent.” 



CHAPTER V 


COOPERATION AND MEDICINE 


Economics of Health Protection^ 

Under prevalent economic methods, medical service is subject to 
the same conditions as those which affect any other economic 
service or needed commodity. The supply of medical skill, medi- 
cine, hospital care, and nursing, is a part of the prevalent profit 
economy — ^an economy which requires scarcity for its success. 
Under this method, doctors also have to be kept scarce or their 
business fails and they are unable to make a living. 

But the economy of scarcity, which is based upon the profit 
motive in business, is breaking down. It fails, in the presence of 
abundance, to deliver goods and services to the people who need 
them. As a result of this strain and of this want, and of the failure 
of business, the government steps in. It advises, helps, loans money, 
gives money, and finally goes into business and supplies the need. 
Banking, shipping, the railroads, and sooner or later other lines of 
business fail to function, to supply needs, and to make profits at 
the same time. Government finally takes them over. 

Medical service also, as a result of its ineffectiveness as a busi- 
ness, is passing into the hands of the state. This is what happens if 
private and voluntary enterprise fails or is inadequate. 

Medicine is too important to adapt itself to these practices of 
trade. Doctors might refuse to compromise with this policy of 
scarcity and take steps to lift themselves out of the category of 
tradesmen and show the public how both it and they might be 
advantaged by an abundance of medical service. 

In the United States, thirty-eight per cent of the population get 
no medical treatment when they are incapacitated by disease. Still 

^ Quoted, with permission, from "Cooperative Medicine,” by James Peter Warbasse, 
M.D., President, Cooperative League, U.S.A.s Fellow, American Medical Assoc., 
Amer. College Surgeons, New York Academy of Medicine, published by Cooperative 
League, New York, Sulletin No. yfir, undated, pages 3-ai. 
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the medical colleges are being urged to produce fewer doctors in 
conformity to the economy of scarcity. The real purpose of industry 
should be to supply consumers with things they need. And medi- 
cine, to attain its full social value, cannot have as its object the 
maViTig of incomes. Medicine will not be on a social or scientific 
basis until its purpose is to prevent sickness and to heal disease in 
the interest of patients. Medicine is for the consumers. The profit 
and scarcity economy makes it a business; and as a business it is 
failing for the same reason that business in general that is based on 
scarcity is failing. The world now shows signs of moving toward 
another economic purpose which is based upon the supremacy of 
the consuming interest and the economy of abundance. 

The prevalent question among a commercialized medical pro- 
fession is: “How can doctors get more income?” The pressing 
social question is: “How can patients get more doctors?” The in- 
quiry leads to the service motive in medicine instead of the profit 
motive. And it is an interesting fact that this service method of 
doing things is taking the place of the profit method in precisely 
those countries which have the highest standards of civilization, 
which suffer the least from “depressions,” and which are the least 
threatened by such disturbing factors as communism and fascism. 
In the answer to this last question lies the possibility of better 
incomes for doctors as well as better doctors for patients. 

The principle of the dominance of the consumer has quite as 
much to offer to medicine as to any other field. It is only natural 
that the people who need the services, who pay the bills, who suffer 
the pains, and who do the dying should control the business. The 
service motive in medicine means consumers’ control. That this 
control is natural is evidenced by the fact that in the United States 
most of the hospitals, medical colleges, and laboratories.of medical 
research are owned and controlled, not by the workers in these 
institutions, but by laymen. It is also an important fact that the 
element in society which is most concerned that doctors be well 
educated and efficient are the patients and prospective patients. 
And that efficiency is promoted by adequate rewards for medical 
service. 

The trend of experience proves the need of consumers’ control. 
When medical colleges in the United States were of a very low 
grade they were owned and administered by physicians. This is 
still the case with the lowest standard medical schools. The high 
grade medical colleges are owned, financed, and controlled by lay- 
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men. The same is true of hospitals. In our large cities, while there 
are some good hospitals owned by doctors, the dangerously dis- 
reputable hospitals are owned and controlled by physicians. The 
splendid hospitals which are the ornaments of our modern civiliza- 
tion, are owned, financed, and controlled by laymen. Workers’ 
control of industry in a capitalist society, whether sewing shoes in 
a factory or wounds in a hospital, does not tend toward success. 
It does not move toward the solution of a social problem. 

However, the improvements and the raising of the standards of 
medical schools and of hospitals, which have been brought about in 
the United States and are still in progress, are largely the work of 
the medical profession of this country. 

Consumers’ control of financing and of organization in no wise 
militates against medical control of medical aflFairs. This is nat- 
urally and obviously the case. Consumers and patients would defeat 
their own interest by interfering in professional afiFairs. 

VARIOUS SOCIAL METHODS IN MEDICINE 

In the practice of medicine, the prevalent profit system has pro- 
duced certain advantages; but it no longer functions efFectively. 
The doctor competing with his fellow physicians for medical busi- 
ness is passing from the scene. Medical knowledge has become so 
great that no individual can possess it all, and the specialist has 
become necessary. The family doctor is disappearing. The com- 
petitive system, among other things, is destroying him. As is the 
case in many other failing businesses, the government is taking 
over medicine. The private competitive doctor represents the indi- 
vidual craftsman plying his trade. He has lasted longer in medi- 
cine than in most other crafts. But the haphazard system which 
he represents is an expensive luxury which is costing the people 
much and leaving them with inadequate care. 

The method which exemplifies profit business in its purely 
modern form is seen in the commercial “health societies” common 
in the United States. This is the truly American method of busi- 
ness. In this, the business man or company employs doctors at the 
lowest possible price and sells medical service at the highest possi- 
ble price. The difference constitutes the profit — and the success of 
the business. It presents the same disadvantages as are inherent in 
other phases of the profit system, which is based upon buying at 
the lowest price and selling at the highest price, and which is 
reverently esteemed by patriotic Americans. Labor is underpaid 
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and most consumers who need things do not get what they need — 
the service falls short of what it might be. 

Still, profit business organizations are supplying the public 
needs, with a considerable degree of efficiency, in the absence of 
methods of supply set up by the consumers themselves. 

Some medical organizations, in which a physician or physicians 
are the middle-men owners, render excellent service and pay the 
employed doctors good salaries. They charge “subscribers” $2.50 
a month. So long as the owners are idealistic, all is wellj but there 
is no way to guarantee the continuation of the idealism in the 
future owners of these enterprises. They are destined to go the 
way of most private profit business. 

Another profit-system form of medical service is that in which 
business corporations employ physicians and maintain clinics and 
hospitals for their employees. The costs are usually met by volun- 
tary contributions from the workers, by compulsory subtractions 
from wages, or by adding the cost to the price of the commodities 
produced by the business. 

^ Another method might be called the syndicalistic method. Phy- 
sicians unite to form companies for the sale of medical services. 
Many hospitals and clinics owned, financed, and controlled by 
these groups of doctors represent a high grade of medical service. 
Some, such as the Mayo Clinic, in Minnesota, are world famed for 
the superior quality of their scientific work. They present social as 
well as medical advantages, and are entitled to the high esteem 
which they enjoy. 

Such clinics as Trinity Hospital in Little Rock, Arkansas} the 
Ross-Loos Medical Group in Los Angeles, California} and others 
furnish practically complete medical and hospital service for about 
$24 per year for individuals and higher rates for family member- 
ship. These are private business and professional enterprises, and 
give better medical service to patients and better pay to doctors 
than are to be had in the average of individualistic competitive 
practice. 

The medical service bureaus set up by county medical societies 
represent another form of doctor controlled practice. These 
methods place the price control in the hands of the medical workers. 
The people who buy the service have no voice in the matter of 
fees. The method when fully carried out leads to monopoly. The 
deficiency of this system is the absence of consumers’ voice in con- 
trol, method, and financial policy. It represents workers’ controlled 
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industry. But it is better than no organization for joint action. It 
has social possibilities in that the organized doctors may as a body 
enter into agreement with cooperatively organized patients to 
render service on a prepayment basis. 

There are several hundred doctors’ group clinics in the United 
States. This represents the control of industry by the workers. 
Some of these organizations enter into contractual relations with 
consumers and charge $25 a year for medical service. This intro- 
duces the prepayment principle. With staffs representing all of 
the specialties, patients get improved service. Even the smaller of 
these organizations make possible better medical service than is to 
be had, in general, from the old method of individualistic, com- 
petitive practice. But this method of ownership and control by 
medical workers lacks the capacity to go on to solve a social prob- 
lem. Workers’ control has never tended to expand nor to prove 
permanent. It is not service controlled by the served. For this 
reason, as these doctors’ clinics grow large and important, they 
can be saved from commercialism only by transferring the own- 
ership and control to the consumer patrons or to the state. 

Medicine in the interest of the consumers, taken out of the field 
of competitive business, exists in two forms: compulsory state 
medicine, and the voluntary non-political organization of con- 
sumers to supply themselves with medical service. 

The first comes naturally as a result of the inefficiency and 
failure of the competitive business method. It is steadily expand- 
ing. In some countries, such as Great Britain, Germany and Russia, 
it has become the prevalent method. Doctors are employed by the 
government, citizens receive their services free, and the costs are 
met by taxation. Experience shows that this service tends to be 
mechanical. It would seem that the protection of the health of the 
individual and the treatment of his diseases are too intimate to be 
entrusted to the impersonal and compulsory mechanism of the 
state, particularly if some more human means can be employed. 
But with all its deficiencies state medicine offers advantages over 
private competitive practice, especially for the indigent, which 
justify its continuation. There is every evidence that it will con- 
tinue to expand unless the people prefer and perfect the volun- 
tary, private, non-political practice of medicine by cooperative 
organization. 

The voluntary organization of patients is seen in groups of 
consumers with hospitals and other forms of medical service. The 
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religious denominational hospitals and many of the most important 
hospitals in the United States are of this nature. They are con- 
sumers’ institutions. But cooperative organization is something 
specific, set up according to the standardized methods of what is 
called the cooperative movement. 

COOPERATIVE HEALTH PROTECTION 

The cooperative method in medicine is based upon the interest 
of the patients and prospective patients and is organized according 
to the approved methods of Rochdale cooperation. This is a prac- 
tical attempt to make democracy workable. In it the consumers 
discover experts who are employed in their interest, to supply their 
need for services and commodities. A century of experience has 
witnessed its expanding success. 

Cooperative organization for the supply of commodities or 
services begins with cooperative education. People study about 
cooperation. They then meet and organize a business to supply 
some need not adequately supplied. Retail societies federate and 
create their own wholesales. Wholesales go into manufacturing 
and ultimately get back to the sources of raw materials. By these 
methods cooperatively organized consumers are supplying them- 
selves with all of the useful commodities and most of the needful 
services. Their retail distributive businesses are the largest and 
most efficient in many communities. In Great Britain and Sweden 
some of their manufacturing plants are the largest in these coun- 
tries. Banking, insurance, electric supply, and many other services 
have attained to large proportions and represent the highest de- 
grees of efficiency attained. After a hundred years of quiet and 
unostentatious development, the total membership of these co- 
operative societies represents more than one-fourth of the popula- 
tion of the world. Among these, the cooperative societies of forty 
countries are nationally federated, and these forty national co- 
operative leagues are united in the International Cooperative 
Alliance. This organization dates back to 1895, and constitutes a 
league of peoples of the world, organized in the interest of helping 
people ^t better access to the things they need. This is voluntary, 
non-political, and wholly in the field of private business} but 
private business for service and not for profit. 

The cooperative health association should be organized in abso- 
lute conformity to the principles of cooperation. The non-profit 
character of the organization should be made clear in the by-laws 
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and articles of incorporation. It should be made clear that the asso- 
ciation itself does not hire doctors at one price and sell medical 
service at another price, but that the members employ doctors 
directly for their own service. The health organization, as is the 
case with any other cooperative, is the instrument which results 
from the mutual association of people united to help one another 
get a desired service. 

The cooperative medical method can begin with a few people 
uniting, pooling their resources of funds and ideas, each making an 
annual payment to employ a physician to protect their health. 
When a small number do this, let us say twenty people, each pay- 
ing $25 a year, the physician whom they select cannot give them 
all of his time. He must carry on his other practice. These twenty 
people represent patients who have paid him in advance. But they 
should stipulate a service which his other patients do not necessarily 
enjoy: he should be employed for the special purpose of preventing 
sickness. 

With all its knowledge, the medical profession as a whole does 
comparatively little in the way of preventing disease. Indeed, as 
it is now organized, its prosperity depends upon the abundance of 
sickness. A few of the intelligent well-to-do people go to their 
doctor for a periodic health examination. But this does not even 
amount to a common practice. The 161,000 doctors in the United 
States are earning their living from the less than 2 per cent of the 
population who are sick. The 98 per cent are more important and 
should be enjoying benefits of medical science which they scarcely 
see. The preventive measures, quarantine, control of contagions, 
vaccination, etc., are largely promoted by the state. The average 
doctor’s economic advantage depends upon people becoming sick. 

Under the cooperative method, the physician should call at the 
homes of members at regular periods, once a month, or more 
often, to discuss their health problems. He should make examina- 
tions, be on the lookout for the premonitory signs of disease, and 
prescribe such preventive measures as are indicated. In the ordinary 
diseases he should stand by to do the necessary things to help the 
patient recover. He should not only be the physician but also the 
friend of the patient. When advice or treatment would be useful, 
which can be given better by some specialist, he should see that the 
patient gets this benefit. These little groups are like the coopera- 
tive buying club — a temporary method practiced as a beginning. 

The cooperative method really begins when a group of 150 to 
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500 families unite to employ a physician full time. The number 
of people necessary and the costs depend upon their ability to pay. 
In the country, or in a small town, 200 families, representing 800 
people, may put in an average of $20 per family. That is at the 
rate of $5 per person. This gives $4,000 a year. Physicians are 
entering into this arrangement for salaries varying from $3,000 to 
$7,000. It is best that the annual costs per member be graded 
according to family income. If a group is divided into three classes 
of families, one group would pay $40 a year, one $20, and one 
$ 10 — ^making an average of $20. A plan which should be equitable 
would be to make the average cost $10 for one individual, $15 
for man and wife, and $2 for each child or dependent. Thus, in a 
group of 200 married couples, of 380 children, and of 20 single 
adults, the income would be $4,000. 

This low cost would give only partial medical service. It would 
not supply specialists nor hospitalization. Twice the amount set 
down above is necessary for adequate medical attention. 

The group may be divided into three classes according to in- 
comes: class A with a family income of less than $2,000, class B 
with $2,000 to $5,000, and class C with more than $5,000. Class 
B would pay at the rate of 100 per cent, class A at 50 per cent, and 
class C at 200 per cent. These are tentative estimates and should 
vary with the situation to be considered. If the incomes are low, 
a large number of families will have to unite to raise the necessary 
money. The doctor should not know in what income group the 
members belong. This group system is not to be considered where 
incomes are much the same. 

In a group of 200 families — 800 people — the family physician 
has about 10 sick to care for. If he makes five visits a day and sees 
five people in his office each day, he is fairly busy. But some of the 
ten who are sick are under the care of specialists because the family 
doctor treats only the simple ills. Some do not need to be seen 
daily. He should have time to visit each of his 220 homes or see 
their members at his office about once every month. That is at the 
rate of seven visits a day paid to people who are not sick. Many 
of these report to him by telephone that all is well. The five visits 
a day and the five office visits also reduce the number of preventive 
calls necessary among the well. Some members, when they regard 
themselves as well, prefer to be visited at longer intervals. 

Visiting the sick must take precedence over visiting the well. 
When there is much sickness, the visits to the well must be reduced. 



COOPERATION AND MEDICINE 127 

So far as the medical service is concerned, the people may have as 
much as they are willing to pay for. The figures given above are 
purely tentative. It is advisable that the amount collected from 
each individual, if possible, should be larger than above provided. 

The charge per member should be sufficient to develop a con- 
tingent fund. This should serve to carry for a time those members 
who cannot pay. It should serve also to employ an extra physician 
when the family doctor takes his vacation, or in the event of an 
epidemic, and to meet unpredictable conditions. Enough should 
be collected also to cover administration costs. Arrangements 
should be made with other doctors to supplement the health 
society’s physician in emergencies or when he is over-worked. 

There are also periods when there is little sickness. These 
should give the family doctor time for special study, research, and 
writing. Whether he is provided with house, office, and automo- 
bile, at the society’s expense or his own, depends upon the amount 
of money raised. The family physician should arrange with spe- 
cialists to give their services to members of his society at reduced 
rates. This can be done because the specialists are thus guaranteed 
a definite clientele. 

One such cooperative group considers the family as the unit of 
membership, meaning a man and wife and any number of children 
under 21 living at home. Payments are made quarterly, with 
penalties for delinquency. Each family pays at the rate of $1.30 
a month, five cents of which is for administrative expenses. Indi- 
vidual members pay sixty-eight cents a month. The society pro- 
vides ordinary medicines prescribed by the doctor; office visits to 
the doctor; a physical examination yearly; home visits by the 
doctor; advice before and after confinement, but a charge of $10 
for the delivery; vaccinations against diphtheria and smallpox; for 
ordinary minor surgery and fractures. Extra costs are added for 
other services. The service covers a seven-mile radius. Above this 
distance a charge of twenty-five cents per mile one way is added. 
The doctor is required to keep case records. This society provides 
that the doctor shall make adequate provision for a substitute 
when he is ill or on vacation. 

Some societies add vaccination for t3q)hoid, and include treat- 
ment of the eyes. Most societies exclude from their benefits the 
treatment of venereal diseases, although there is much to be said 
against such discrimination. 

Hospitalization is the name given to an arrangement which 
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hospitals now make with groups of prospective patients. Hospitals 
offer to groups of ten or more people hospital service for a maxi- 
mum of three weeks for a regular payment of $9 to $12 a year. 
This includes semi-private room, board, nursing, laboratory 
service, anesthesia, ambulance, and the ordinary interne service. 
The patient must pay the physician’s fee, and for operations. 
X-rays, and special treatments. Many thousands of people are en- 
tering into this arrangement with hospitals and finding it satisfac- 
tory. It is also providing incomes for hospitals which are in 
finaTirial need. The cooperative health society may make, when 
possible, if it does not have its own hospital, such hospital arrange- 
ment. This adds to the costs but is well worth the expense. 

Some physicians in the United States are taking the initiative in 
such cooperative groups. The doctor lays the plans before his pa- 
tients and helps them organize themselves into a cooperative 
healthy society which appoints him as its physician. In one case a 
doctor in Minneapolis showed his patients his account books and 
they employed him with a fixed salary based upon his average 
yearly income for the last three-year period. This costs the sick 
people less because the well provide most of the doctor’s income. 
Both patients and doctors are pleased with this method. A physi- 
cian can often afford to accept as a guaranteed salary an amount 
considerably less than his former yearly income. 

No health cooperative develops unless some individual takes 
the initiative. A few socially minded people are spoken to and 
made interested in the project. It is advisable to have at least one 
physician in the organization group. Meetings are held and a plan 
of action adopted. Only high-class physicians should be brought 
into the enterprise. 

Groups should beware lest a physician, who is not well qualified 
for the position, take the initiative in organization for the purpose 
of making a job for himself. It is for this reason that the advice 
of other doctors is needed in the selection of a physician. No 
attempt should be made to get a bargain in a cheap doctor} there 
is no such thing. The doctor should be adequately compensated, 
and he should see prospects of improvement of his income and 
leisure as the enterprise advances. 

Education should go along with the organization. Meetings 
should discuss cooperative problems. Good literature on coopera- 
tion should be placed in the hands of members. The group should 
always have in mind expansion of their own enterprise and the 
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development of other cooperative projects. They should keep in 
touch with other cooperatives. Isolation and stagnation are fatal 
to cooperation. 

Good medical service is not to be had at a low price. In general, 
all of the above figures as to costs could be advantageously made 
higher. Purchasing health is a good investment. In the United 
States, $30 per person a year is now paid for medicines and medi- 
cal service of all kinds. This means $120 per family. Much of this 
goes for quackery. The cooperative method is showing the way 
to eliminate charlatanry from medicine. It is equally applicable to 
the dental and nursing professions. 

According to the report of The Committee on the Cost of 
Medical Care (1931), less than 21 per cent of the population of 
the United States receive any dental care during the course of a 
year. Most dental attention is ordy for the relief of pain. The poor 
receive the least attention. Dental care is much a matter of income, 
as is medical care in general. 

A- full-time dentist in an average community should be paid 
about $3,600 a year. His helper is paid $1,200. They can take 
care of 500 to 1,000 patients a year. With dental materials cost- 
ing $1,200 and ofiice expenses $1,200, an assessment of $7.50 per 
member suffices. Or a dentist may be employed with a salary, and 
patients who use his services may pay at a fixed rate. 

This latter method is preferable, because it places the costs 
upon the people who use the service. On the other hand the pro- 
tection of teeth, by a semi-annual inspection and cleaning, should 
be made available for all members. To meet these conditions a 
membership with an armual payment of from $i to $5, to cover 
certain routine mouth attentions which every member receives, is 
desirable. Then in addition to this the member pays at cost for 
whatever dental work he has done. 

In one cooperative dental society, each member pays $5 for a 
share of stock. He is entitled to a semi-annual inspection of the 
mouth and cleaning of the teeth. He pays cash for all other services 
at the current rates. At the end of the year each patron member 
receives a savings return in cash, based on his patronage. The stock 
may be turned in for cash if he wishes to withdraw from member- 
ship. Loading up the society with people with bad teeth, who dis- 
continue their membership after their teeth are repaired, occurs 
where an annual fee covers all dental service. 

Nurses may advantageously be employed by a cooperative 
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health society as assistants of the physician, to be sent to such cases 
as he designates. The costs may be assessed against every member, 
or members may pay only as they employ the nurse. 

Many groups as above described are organizing in the United 
States. These cooperative units represent the beginning and should 
be thought of only as the beginning, the same as the isolated co- 
operative store society. There remains much to be done. Such 
health societies should preferably be organized in and about a town 
where there are specialists and hospitals. When enough groups are 
formed, each with its family physician, they should federate the 
same as cooperative commodity societies federate for wholesale ad- 
vantages. When fifty such adjacent groups are federated, a body 
of 10,000 families is formed. They are then in a position to take 
over a hospital. To provide hospital facilities for a community 
of 40,000 people, a 200 bed hospital is needed. This would take 
care of general medical, surgical, maternity and children’s cases. A 
yearly payment of $35 per person is necessary for expenses. 

An admirable example of what actually can be done is the 
Community Hospital of Elk City, Oklahoma. This is a town of 
7,000 population. The cooperative health association sold stock 
at $50 a share to raise capital to build an eighty bed hospital. 
Medical service is given to members for $25 a year for a family of 
not more than four. This supplies periodical medical examinations, 
medical care, surgical operations, and dental care. Room, board 
and nursing in the hospital are supplied at $ i a day. 

When necessary a smaller or larger hospital may be taken over 
or arrangements can be made to use a wing or a ward of a hospital. 
A private dwelling is often converted into a cooperative clinic. 

Many students and organizers in the field of cooperative medi- 
cine believe that complete medical service should be the primary 
aim. Partial service is inadequate and disappointing. Many be- 
lieve that a cooperative hospital, owned by the patients, should be 
the first aim. If there is no hospital that can be taken over and 
made cooperative, then one should be built. Enough people should 
be gotten together to carry out such a program. This means pro- 
vision not only for general practitioners but for specialists also. 
The feeling is that the cooperative health association should re- 
volve around the hospital and clinic. Then not only can hospital 
facilities be guaranteed under consumer control, but laboratories, 
nursing, and other medical needs also. 

There are many medical services and hospitals in this country, 
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run in connection with certain industries, which are essentially co- 
operative. There are those of the clothing workers, railroad em- 
ployees, etc. Many are independent of the employers and are con- 
trolled solely by the employees. Fraternal societies and trade 
unions carry on health service and have many hospitals. The 
members pay from $6 to $25 a year for the service. Many of these 
can be made cooperative. 

The number of people subscribing to the hospitalization plan 
in some cities now runs into many thousands. It would be a natural 
step for these people to become cooperation-conscious, unite into 
a consumers’ society, and take over the hospital which serves them- 
A hospitalization group could unite for just this purpose. There 
are many hospitals needing such an organization to make them 
more effective — and cooperative. 

The cooperative health associations in other countries are well 
established and expanding. In the United States progress is slow 
and difficult. This is partly because of the uncooperative character 
of the people and the social backwardness of the medical profes- 
sion. The incredible fact has to be faced that salaried officials of 
the American Medical Association use their influential position to 
misinform the medical profession concerning cooperative medicine. 
As a result, doctors in their ignorance place obstacles in the way 
of health organizations which organizations would be of help to 
the health of the people, which would reduce the amount of sick- 
ness, and which would improve the incomes and scientific work of 
doctors. Doctors are told by the American Medical Association 

( 1 ) that cooperative medicine violates the free choice of physicians, 

(2) that it represents a corporation practicing medicine, that (3) • 
there is something wicked about doctors receiving salaries from 
patients and that a fee paid for service after the service has been 
rendered represents the ideal method. It is also asserted (4) that 
cooperative health associations advertise and solicit patients, (5) 
that they come under the insurance and not under the cooperative 
law, and (6) that they destroy the family-doctor relationship. 
These objections to cooperative medicine are not valid. They are 
all answered in this pamphlet. 

Many cooperative health associations in the United States have 
been stopped in process of organization by the intimidation of 
their physicians by some department of the American Medical 
Association. Some in existence have been destroyed. Physicians 
who would serve a cooperative health association have been dis- 
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missed from their county medical society. Attempts to deprive 
them, by legal means, of the right to practice medicine have been 
made. Hospital privileges have been denied to doctors not because 
they were incompetent but because they were connected with such 
associations. These doctors who were thus discriminated against 
were men of superior qualifications 3 and injustice was done to 
them, to their profession, and to the public by such attacks upon 
their professional positions. 

Most every cooperative health association in the United States 
is hampered in its expansion by this attitude of the American 
Medical Association 3 and, from the viewpoint of the author of this 
pamphlet, the progress of medicine and the health of the people 
are damaged by this policy which fails to take cognizance of the 
changing conditions of the times in which we live. 

The Group Health Association of Washington, D. C., has been 
the object of such attack which has in some instances hazarded the 
lives of patients — and also resulted in a bill in Congress to investi- 
gate the American Medical Association and its methods. This 
health organization has 2,500 members. It supplies practically 
complete medical service and hospitalization for 21 days to indi- 
vidual members for $26.40 a year and to families for $39.60. It is 
highly thought of by students of social medicine who have studied 
it. 

The Health Association of Greenbelt, Maryland is another of 
these new organizations doing excellent service. Others are the 
St. Louis (Mo.) Wage Earners Health Association, the San Diego 
(Cal.) Beneficial Society, and the Milwaukee (Wis.) Cooperative 
Health Society. A multitude of these cooperatives are being formed 
and devising means to circumvent the obstacles put in their way by 
doctors who hold the position that there is something sacrosanct 
about the fading individualistic competitive practice of medicine. 

A method of procedure practiced by the Ann Arbor (Mich.) 
Cooperative Health Association seems most effective. The organiz- 
ing committee went to doctors who were highly esteemed by the 
profession and by the public, explained cooperative medidne to 
them and asked their advice. The committee then did the same 
thing with the officers of the county medical sodety. As a/esult of 
informing these influential doctors, the organization of the health 
assodation proceeded not only without medical hostility but with 
the assistance of the organized medical profession. And as an indi- 
cation of the esteem in which the assodation is held, several high- 
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class doctors came to the association and offered it their services. 
The misinformation transmitted to the medical profession by its 
national organization can be corrected by patient methods and the 
doctors are grateful for the information. 

The charge that a cooperative health association is a corpora- 
tion practicing medicine is not taken seriously by the intelligent 
physician who stops to think. It is obvious that when such an asso- 
ciation employs a physician, it is the physician who practices medi- 
cine. An individual may employ a physician to protect his health 
and the individual does not practice medicine. A family may do 
the same, and it is still the doctor who practices medicine. A co- 
operative association is an expansion of the family principle. There 
are cooperative societies of five or ten people, smaller than some 
families. The doctor is employed to protect their health, and this 
is a legitimate right of both parties. 

Advertising and soliciting patients is forbidden to doctors by the 
American Medical Association. This practice which is common in 
all other businesses is regarded as a violation of medical ethics. But 
doctors employ these methods, nevertheless, by indirect means. 
The cooperative health association is not engaged in profit business 
like the practicing physician. It is a non-profit service organization. 
The members buy medical service but they do not sell it. They 
make no profit 5 they make savings by buying at lower cost. Non- 
profit organizations, run for the direct service of the members, 
violate no ethical principle in using every effort to bring their 
service to the attention of other people who would be benefited 
by becoming members. There is no ethical reason why such asso- 
ciations should not publish statements about their work and the 
advantages of membership and invite persons to join. Medical 
societies, clubs, churches, universities, and every other sort of non- 
profit organization, set up for the sake of the members, practice 
such solicitations for membership. However, cooperative health 
associations in general refrain from advertising and soliciting for 
members. This is to placate organized medicine, and will probably 
be continued until this hostility is melted away by the enlighten- 
ment of the medical profession. 

COOPERATIVE HEALTH SERVICE 

The kind of group best adapted to start a cooperative health 
society is one which has some organization or cohesion, such as an 
existing cooperative society. Here are consumers with experience, 
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and ready to add another department to their activities. A society 
supplying groceries, meat, milk or housing to its members is al- 
ready carrying on business which has much to do with health. The 
next step would be natural. The assertion can be made without 
reservation that every going cooperative society can add medical 
service to its functions. Where there is a federation of societies 
into a league or wholesale, each society can maintain its service and 
the federation can conduct the central clinic and hospital. The 
experience that has won success for a commodity supply business 
can be used to make medical service succeed. Indolence, absence of 
self-assurance, lack of confidence in one another, fear of failure, the 
tendency to accept things as they are, and the lack of the right 
person to take the initiative are some of the reasons why coopera- 
tive societies stand still and fail to step into this field of coopera- 
tive medical service. 

An example of a cooperative society making use of hospitaliza- 
tion as its means of beginning medical service is the St. Andrews 
Cooperative Company, Nova Scotia. This society, with a store, a 
credit union, and other activities, pays St. Martha’s Hospital $9 a 
year for each member of the society protected. In return for this 
payment the hospital provides the members of the cooperative 
with ward service for a maximum period of five weeks in the event 
of sickness justifying hospital treatment. This includes doctor’s 
service, ordinary medicines, laboratory service, operations, mater- 
nity service, nursing, etc. In case the patient desires a private room 
a fifty per cent reduction is made. The same reduction is provided 
for X-rays and special medicines and treatments. The society pays 
the $9 for each member out of the surplus savings of its business. 
Only those members are eligible to this hospitalization benefit 
whose patronage of their society amounts to $100 a year or more. 
The next natural step for an organization such as this is the em- 
ployment of its own physician, as above described. 

The credit union, of which there are over 7,000 in the United 
States, lends itself particularly to cooperative health organization. 
Its members are usually of the same neighborhood, and they are of 
about the same economic status. The credit unions are federated 
into local leagues and into a national organization. Every one of 
them, large and small, like other cooperative societies, could begin 
with the employment of a family physician or enter into hospi- 
talization arrangements. People in the same industries, clubs, and 
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church organizations can translate their associations into coopera- 
tive health societies. 

There are two ways of taking this step. Any organization, with 
one vote for each member, may pass a resolution at a members’ 
meeting to the effect that a physician shall be employed to serve 
all of the members. They may vote to purchase hospital service 
for the members; to take over a hospital; to employ specialists, 
nurses, or a number of physicians; or to build a hospital. All of 
this depends upon the number of members and the money avail- 
able. 

Rather than commit to medical service a whole organization 
which has been set up for some other purpose, it is often better to 
create a separate cooperative medical association for those members 
who wish to go into cooperative health service. This method does 
not coerce a minority who might not favor the health associations. 

. . . The committee should have made exhaustive research into 
the background, character, education, and qualifications of candi- 
dates. The doctor selected should be a graduate of a Class A 
medical school. He should have had hospital interneship of at 
least one or two years and preferably should have been in private 
practice for a few years — enough to have discovered its difficulties. 
Such a physician will be found acceptable to most families. As in 
the case of the minister of the church, there may be members who 
are irreconcilable. There remains only one thing for them to do: 
that is to withdraw from the organization. . . . 

STATE MEDICINE VS. COOPERATIVE MEDICINE AND THE 
PREVENTION OF DISEASE 

Cooperation is the opposite to state socialization of medicine. It 
represents non-political, voluntary, private, non-profit organiza- 
tion. This should be clearly understood. Aunerican doctors are 
confused about the socialization of medicine. They dread state 
socialization. They fear the regimentation and mechanization of 
their art. They are aware of the corrupt quality of American 
politics. And with much justice, they want their profession free 
from the complications which state socialization would introduce. 
They need to advise themselves that there is such a thing as non- 
political socialization of medicine — ^the voluntary cooperative 
method. But this knowledge is slowly penetrating the medical 
profession. Progressive and informed doctors are sympathetic to 
cooperative health protection. The profession in general, as it be- 
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comes better informed, approves this plan of service. When doc- 
tors get the facts concerning cooperation and the simple funda- 
mentals of economics, they become aware of the advantage this 
method ofFers to both doctors and patients. 

Analysis of the American Medical Association^ 

A DISCUSSION BY THE BUREAU OF MEDICAL ECONOMICS 

The cooperative movement is not new, although only in recent 
years has it begun to attract national attention in the United States. 
In 1844 the twenty-eight Rochdale Weavers started their first 
store and established the principles that have proved essential to 
success. At present the Cooperative National Alliance claims over 
100,000,000 members in its affiliated societies. These societies are 
found in every continent and in almost every nation. They have 
become a significant part of the economic and social life of the 
low income classes over large sections of the globe. 

Certain fundamental principles developed by these Rochdale 
Weavers have been found essential to success in nearly all co- 
operative undertakings. Where these principles have been neg- 
lected, in the United States at least, failures have been far more 
numerous than successes. There are few communities in the 
northern industrial and agricultural states in which at some time 
in the past there have not been cooperative undertakings. Some 
disappeared because they failed to apply the tested principles, but 
in many cases the most faithful application was unable to establish 
a permanent undertaking. 

. . . Cooperation is primarily an ‘^economy” or ‘‘saving” 
scheme. It seeks to save for consumers a percentage of excessive 
costs of competitive distribution. The cooperative buys at whole- 
sale, or direct from the producer, and then distributes the goods 
with a low cost of administration through sales at regular retail 
prices. The manner of distribution of the resulting economies 
seems to be the secret of solidarity and continuous growth. This 
distribution is sometimes called a “patronage dividend.” Each 
member having purchased one or more shares, at rather moderate 
cost, to create the necessary capital receives his “dividend” — ^usu- 
ally monthly — ^in the form of a percentage of the purchases he 

“Quoted, ■with permission, from Cooferatvoes ani Medkal Service, pamphlet of 
the Bureau of Medical Economics, American Medical Assoc., Chicago, 1937, pages 
2 - 10 . 
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has made during the previous month. The expectation of this 
dividend retains the interest of the cooperator and prevents his 
being lured away by “bargain offers” elsewhere. . . . 

MEDICAL PRACTICE IN COOPERATIVES 

Just now there is quite a general attempt to attach to the co- 
operative movement some decidedly undesirable forms of medical 
practice. Medical service does not seem to lend itself to coopera- 
tive handling. There is no separation of employers and employees 
in its production and certainly no need for “middlemen” in its 
distribution. Medical service cannot be bought at wholesale and 
sold at retail, and therefore there cannot be any “patronage divi- 
dend.” Lacking these characteristics it is difficult to see how co- 
operation can enter this field without violating not only some of 
the fundamental principles of successful cooperation but also most 
of the principles of medical ethics on which suitable medical prac- 
tice is based. 

Attempts to organize “cooperative medical service” have gen- 
erally failed to observe these fundamental principles. They did 
not start with the objective of abolishing “middlemen” in dis- 
tributing medical service. On the contrary, the first thing every 
such organization has done was to introduce a new, harmful and 
wasteful group of “middlemen.” These were introduced on the 
basis that they were necessary to “organize” the distribution of 
medical service. That is exactly the excuse used to justify “middle- 
men” in the industrial and commercial world. It is also exactly the 
same excuse that the racketeer uses when he starts about “organiz- 
ing protection” for those from whom he demands tribute. 

Forcing these “middlemen” into the distribution of medical 
service does something else that destroys one of the strongest argu- 
ments for cooperation. Cooperators have always given first con- 
sideration to the high quality of goods distributed. They propose 
to consume those goods themselves and, therefore, they want them 
as good as possible. They realize that adulteration and all other 
forms of deterioration of a product injures the consumer first of 
all. Public confidence in cooperation is largely based on this long 
tradition of high quality. 

In medical service the quality depends to a large degree on the 
method of distribution. The moment medical service is distributed 
through an intermediary — a “middleman” — one of its most essen- 
tial qualities is destroyed. When the physician distributes direct to 
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a patient there is mutual confidence leading the patient to tell the 
physician the things necessary for a good diagnosis and compelling 
the physician to accept the heavy responsibility which insures his 
best efforts. The moment a medical service is either mechanized 
or distributed through a third party organization, the product — 
medical service — is diluted and adulterated. 

The most competent and conscientious physicians refuse to de- 
liver their services to such “cooperatives” under conditions that 
they know are destructive of the best results of their skill. They 
know that “distribution” through an individual, personal and con- 
fidential relation of physician and patient is an essential part of the 
service itself. 

The difficulty of applying cooperative principles to medical 
service was clearly evident to Dr. James Peter Warbasse, who is 
a physician and who for many years has also been one of the 
leaders in the American cooperative movement. The only sugges- 
tion that he can make as to the application of cooperative princi- 
ples in the field of medicine is that given in the following para- 
graph. [From J. P. Warbasse: The Doctor and the Public, New 
York, Paul B. Hoeber, Inc., 1935, p. 522. Nor does he offer any- 
thing more constructive in his later work, Cooperative Democracy, 
Harper & Brothers, New York, 1936] : 

For Health service, use can be made of these cooperative societies or 
similar non-profit organizations controlled by consumers, such as hos- 
pitals, clinics, social service groups, insurance and fraternal societies, 
churches, and clubs. Upon these can be engrafted a medical service. Or 
new consumers’ societies for such service may be established. Medical 
service in existing cooperative consumers’ societies is already success- 
fully in operation. It is standardized and efficient. A few examples have 
been cited. 

What he really proposes, therefore, is that a medical service be 
“engrafted” upon a cooperative just as it would be “engrafted” 
upon a fraternal society, church or club. The attempt to en- 
graft service on such cooperative organizations, fraternal socie- 
ties and clubs in Europe resulted in such a debauchery of medical 
service as to drive practically every nation, where such a system 
existed, into compulsory insurance. Even the powerful coopera- 
tives of Belgium, which have gone further in this direction than 
any others, have found no real way to introduce medical service 
cooperatively. What they did was exactly what Dr. Warbasse 
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suggested. They used their financial resources, solidarity and or- 
ganization machinery to “engraft” a medical service upon their 
societies. They set up clinics, the operation of which is practically 
identical with the larger clinics in this country. 

When compulsory health insurance was introduced in England 
the cooperatives sought to find a way by which they could provide 
medical service for their members. The only thing they could 
suggest was to “engraft” a medical service in the form of clinics, 
through which they proposed to deliver medical service. This plan 
was promptly vetoed by the ministry of health and nothing further 
has been heard of it. 

Wherever the cooperatives have used their financial resources 
and their organization machinery to build up club medical prac- 
tice the result has been to supply their members with an inferior 
form of contract medical service. This has been true in this country 
in the few instances in which attempts at such “cooperative” or- 
ganization have been made. Any cooperative that would follow a 
similar policy in regard to distribution of food would be at once 
condemned by a sincere cooperator. Such proposals gain a hearing 
only because cooperators are no more able than others of the lay 
public to judge of the quality of medical service. 

Dr. Warbasse has set forth his ideas of how cooperation may 
be applied to the provision of medical service, in a pamphlet pub- 
lished by the league under the title “Cooperative Medicine.” It is 
difficult for him or for any one else to reconcile cooperative prin- 
ciples with any proposal to furnish medical service. He concludes 
that, since medical colleges and hospitals had low standards when 
they were owned and operated by physicians, consumer control 
would improve these standards j the medical profession, however, 
raised the standards, not any lay organizations or the government. 

Dr. Warbasse suggests that the “cooperative method” requires 
a “group of 150 to 500 families, who should unite to employ a 
physician full time.” Then he throws away the cooperative prin- 
ciple of equality and accepts the professional principle of the slid- 
ing scale in the conclusion that “it is best that the annual costs per 
member be graded according to family income.” He would have 
three income classes, one of which would pay $40, one $20 and 
one $10 a year. Just how would this differ from the sort of con- 
tract medicine that has been built up by lodges and other groups, 
and still more frequently by 'unscrupulous promoters? 

While he insists that “only high class physicians would be 
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brought into the project,’’ nowhere does he tell how this can be 
done in view of the opposition of physicians, which is based on the 
fact, learned from hard experience, that such methods lead to 
deterioration of service and attract only the incompetent and un- 
ethical physician. He warns groups to “beware lest a physician who 
is not well qualified for the position take the initiative in organiza- 
tion for the purpose of making a job for himself.” This is exactly 
what has happened and what will continue to happen. 

Dr. Warbasse is himself too thoroughly familiar with the con- 
ditions of good medical practice to suggest that one of the funda- 
mental principles of cooperation should be put into operation} 
namely, buying at wholesale, selling at the market price, and dis- 
tributing the diflFerence as a “patronage dividend.” He also real- 
izes that the selection of a physician for others by the directors of 
the scheme would not please everybody. As to those who are not 
pleased, he says “There remains only one thing for them to do: 
that is, to withdraw from the organization.” Dr. Warbasse’s essay 
leads to just one logical conclusion: A man who is both a sincere 
cooperator and a competent physician finds his intellect in a civil 
war} it is impossible to reconcile these two positions sufficiently to 
apply cooperative principles in practice to medical service. 

Here’s to Your Health® 

Group Health has been the center of a whirlpool of argument. 
It has been warmly praised by many intelligent men and women. 
It has been bitterly denounced by other intelligent men and 
women, mostly doctors. Other doctors, including nationally known 
leaders in their profession, have stoutly defended it and fought 
for it. It has been ostracized, or practically ostracized, by the hos- 
pitals of Washington. It has been loyally supported by several 
thousand people. Government workers and their families, who 
have found that it solves their medical problems. It has been at- 
tacked in the courts. It has been the subject of debate in Con- 
gress. It gave rise to charges, unique in American legal history, 
made before a grand jury “by the Federal Government against a 
medical organization of high standing. And it has filled columns 
in the newspapers of Washington and other cities. 

*Quoted> with permission, from Her^s To Your Healthy Prepared and Published 
by Group Health Assoc., Inc., Washington, D, C., corrected to July i, 1940, pages 
3-20. 
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Through all this turmoil, Group Health has gone steadily about 
its work of relieving and preventing sickness among its members. 

. . . Actually, soundly organized group practice does not 
thr eaten the medical profession. On the contrary, it can vastly 
spread the application of modern medicine by lowering its cost 
and in other ways. The medical profession today is supposed to 
be overcrowded, yet immense numbers of people do not get 
enough medical care simply because they cannot afford it. If med- 
ical men will get behind the movement represented by Group 
Health, join with it, and help to make full medical service avail- 
able to more people, they will find that there are not too many 
doctors but too few to do all that needs to be done. 

They will do this, in time. The kind of organization represented 
by Group Health is so reasonable, so badly needed, and so com- 
pletely in line with the character of modern medicine that the 
movement cannot fail. It will succeed, it will grow, and more doc- 
tors will join with those who realize its rightness and inevitability. 
The catch-as-catch-can system of private medical practice has done 
and is doing magnificent things, but it is more and more out of 
step with modern needs for a large part of the population. From 
certain standpoints it is primitive, like the ancient system of private 
tutors, long ago replaced by integrated schools and universities, 
and it is certain to change. 

This is not to say that the change will be easy. Group practice 
in one form or another has been notably successful in various 
places, but the movement as a whole is still in the pioneering 
stage when it needs courageous, fighting support. It presents diffi- 
cult new problems, and some attempts may fail because these 
problems are not handled wisely. They will be solved as intelli- 
gence, energy, and good will are progressively brought to bear 
on them. 

Group Health, as one organization in the broad movement, 
should have particularly good chances of success. Its potential 
membership is large, and the members are a homogeneous group, 
all working for the Federal Government, accustomed to coopera- 
tion, and with reasonably steady jobs. 

Group Health Assodation, Inc., is a cooperative organization 
of men and women in the employment of the United States Gov- 
ernment who desire to provide for themselves and their depend- 
ents appropriate medical and hospital services at a predetermined 
cost. They do this by paying a stipulated sum each month into 
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a common fund which is used to employ a staff of doctors, nurses, 
and technicians and meet certain administrative and operating 
expenses. 

Before going on to a more detailed discussion, let us consider 
four broad principles back of Group Health. 

First, cooperative action. What no individual can do alone, a 
group of individuals can accomplish by acting together. You could 
not afford to erect a school or hire teachers for your children, or 
to build a modern highway in front of your house. By pooling its 
resources, the whole community can share the finest schools and 
highways. Each individual pays only a fraction of what he would 
have to pay if he tried to do these things himself. The members 
of Group Health pool their resources to get the best medical care 
for the whole group. The more members there are to share the 
costs, the more they can afford in the way of specialists, equip- 
ment, and laboratories, far beyond what can be found in the aver- 
age doctor’s office. 

Second, lower costs. If only a few people buy automobiles, they 
come at a high price. They would be still higher if large numbers 
were given away, while the few people who bought them paid for 
the entire production. This is actually the case with the usual sys- 
tem of medical care. Between charity cases and unpaid bills, the 
average doctor gives away a surprising amount of his professional 
service. Those who do pay for it must be charged accordingly. 
Under the Group Health system no patient has to be charged 
double to make up for those who pay nothing or very little. 

Third, budgeted payments. Most people would find it very 
difficult or impossible to own an automobile if it had to be paid 
for in a lump sumj or live in a house if several years’ rent had to 
be paid in a lump sumj or buy food if the bills came in at wide 
and irregular intervals. But this is what ordinarily happens with 
medical care. Once or twice or several times in your life, it is 
almost certain that you will be staggered with a huge bill for a 
serious illness or operation. This cannot occur under the Group 
Health system. An irregular expense is evened out by regular 
monthly payments, much as it is when you buy an automobile or 
a house. The hardship is removed because the method of pay- 
ment fits in perfectly with the salary or wage system by which 
you receive your money. This benefits the doctors as well as the 
patients. Assured of a good income and freed of insecurity and 
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worry over business details, the doctors can devote all their energy 
to their professional work. 

Fourth, preventing sickness. Life insurance interests have 
strongly urged periodic physical examinations, as exemplified by 
the Life Extension Institute. They do this because it pays by pre- 
venting sickness and lengthening life. Diseases that might be 
fatal or crippling are detected in their early stages, when they 
can be cured. Individuals learn how to live healthily. The whole 
trend of modern medicine is toward preventing disease, toward 
creating health. Yet medicine cannot live up to its own ideals 
because most people do not go to a doctor until they are sick, or 
very sick. Through no fault of his own, the average doctor makes 
money when people are not well. Group Health makes money 
when its members are well, because then its costs are lower. 
Under the Group Health system, you can have regular examina- 
tions, or consult a doctor at any time, without extra charge. 

Finally, in a nutshell, the Group Health system enables you 
to take care of your greatest asset, your health, in a way that is 
reasonable, thorough, intelligent, and regular. It reduces the cost 
of medical service by spreading it among a large cooperating 
group. It is virtually complete, including specialists, surgeons, 
equipment, laboratories, hospital care. It protects you against 
heavy emergency expenses. It budgets the cost of sickness and 
accident evenly throughout your life. It is oriented toward keep- 
ing you well all the time rather than merely treating you when 
you are ill. 

THE NEED FOR THE GROUP HEALTH MOVEMENT 

Good health is of prime importance not only to individuals but 
to the nation as a whole. This is evidenced particularly by the 
study made by President Hoover’s Committee on the Cost of 
Medical Care, which resulted in the publication of 28 volumes, 
and by the recent conference called by President Roosevelt’s In- 
terdepartmental Committee on Medical Care, under the chair- 
manship of Josephine Roche, formerly Assistant Secretary of the 
Treasury, which recommended an $8S0,000,000 program of Fed- 
eral public health assistance. 

Publication No. 27 of the Committee on the Cost of Medical 
Care shows that no age group escapes illness in a large percentage 
of its members. The need for mescal care, preventive and cura- 
tive, during every year of life is practically universal. 
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Every study of medical care shows that at present it is far from 
satisfactory. Only part of the rich and part of the very poor receive 
the best of medical care. The rich receive good care because they 
can afford to pay the cost. In certain cities those of the very poor 
who are not ashamed to accept charity get excellent medical care 
at clinics and hospitals. The great middle income group cannot 
afford to pay for adequate medical care at the prevailing scale 
of charges and are either ineligible for charity or are unwilling 
to accept it. 

A study by Dr. Samuel Bradbury, entitled “The Cost of Ade- 
quate Medical Care,” published in 1937 by the University of 
Chicago Press, shows that adequate medical care, preventive and 
curative, would cost on the average $75-75 psi" person per year, 
or $310 per family, under the minimum fee schedule adopted for 
1933-34 by the Chicago Medical Society. It showed further that 
the present annual expenditures for medical care in the United 
States amount to about $17 per person, or $70 per family. 

From these figures it is evident that most people are not receiv- 
ing adequate medical care. It is also evident that most families 
cannot afford to pay $310 a year for this purpose, since even in 
prosperous 1929 about 60 per cent of American families had in- 
comes below $2,000. 

One reason for the present high cost of medical care is the ex- 
treme complexity of modern medicine and of necessary treatments, 
such as surgery, X-rays, radium, and physiotherapy. Another rea- 
son is that under the present system a large proportion of doctors’ 
bills never are collected. The patients who do pay must bear the 
cost of medical service for those who do not. In “Doctors, Dollars 
and Disease” (Public Affairs Committee Pamphlet No. 10, 1937, 
New York City), appears the statement: “Over 40 per cent of 
doctors’ bills are six months overdue. Most of these bills will 
never be paid in full.” 

The primary difficulty is not that the average doctor’s income 
is excessive. In spite of the high cost of medical care, the net in- 
come of doctors is rather low. According to a committee of the 
State Medical Society in California, the average doctor in 1933 
had a net income of less than $3,000, The Committee on the Cost 
of Medical Care reports that in 1929 half the general practi- 
tioners in the United States as a whole earned less than $2,500. 

The real trouble is that methods of distributing medical care 
have not kept pace with the development of medical science. 
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“Specialization in medicine,” says Dr. Hugh Cabot of the Mayo 
Clinic, “has today brought about a situation in which a useful 
knowledge of the diagnosis and treatment of disease has become 
quite beyond the grasp of any single human mind.” A hundred 
years ago individual practice of medicine by doctors was an eco- 
nomical method of making medical treatment available to the 
public. With the development of specialists and complicated clin- 
ical and laboratory equipment and technique, this method no 
longer is economical. Another quotation from Dr. Hugh Cabot 
illustrates this point: “The isolated physician or the isolated spe- 
cialist carries on under grossly wasteful surroundings. Duplication 
of overhead expense is excessive in the provision of expensive 
equipment, both for laboratories and for the actual putting into 
practice of medical procedures.” Dr. Cabot then points out that 
large savings are possible through group practice of medicine, in 
which a number of doctors pool their knowledge and equipment. 
In his view, “The position of the general practitioner, more or 
less isolated, as he so commonly is, is inevitably becoming more 
and more precarious.” 

The general practitioner is not now in a position to give com- 
plete medical service. Neither are individual specialists. Adequate 
diagnostic service and equipment for treatment are available only 
at hospitals and clinics, such as the Mayo Clinic and the Johns 
Hopkins Hospital. 

Dr. Richard C. Cabot, Professor Emeritus of Clinical Medicine, 
Harvard University Medical School, contrasts the quality of med- 
ical care given by group practice with that provided by individual 
doctors: 

“Now, such groups [as the Washington Group Health Associa- 
tion] give, I am perfectly sure, better doctoring for less money. 
They make more right diagnoses, they save more lives, they pro- 
duce . . . fewer unnecessary operations, the greatest single curse 
of American medicine today * * * How do I know these things? 
I know because for thirty years I’ve done both. One in the morn- 
ing and one in the afternoon. As a member of the staff of the 
Massachusetts General Hospital, I’ve done group practice for the 
poor, of course without compensation, during the morning =1“ *. 

I was able to do far better work for the poor than I was able to 
do for the well-to-do in the afternoons when I was earning my 
living.” 
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. . . Doctors as well as laymen have long been aware of the 
weaknesses in the distribution of medical care and have sought 
ways to improve it. Most of the developments in group practice 
of medicine have been initiated and carried through by doctors 
themselves. Group practice was the answer of many doctors to 
the need for joint work by a group of specialists able regularly 
and frequently to consult each other. It was the result, further, 
of their recognition of the need for much more and better equip- 
ment than individual doctors can afford. 

Group practice began first in the great charity hospitals. In 
these hospitals over 40 years ago, groups of doctors began to pro- 
vide charity service for constantly increasing numbers of patients. 
“Here was a situation,” as Dr. Hugh Cabot says, “which came 
about purely through the human craving of physicians to take 
advantage of the specialized knowledge of their brethren. It had 
no financial aspects. There at that time, and perhaps even today, 
was to be had the best article of medical service available.” 

The next development was private group practice. William and 
Charles Mayo, then two unknown young physicians in southern 
Minnesota, were largely responsible for this development. Today 
they are perhaps the best-known physicians in the world. From 
small beginnings their clinic grew to its present enormous size 
through careful selection of doctors and provision of the best 
medical service available an3rwhere. As Dr. Hugh Cabot says, 
“The theory of private group practice is the binding together of 
a larger or smaller group who pool their earnings, accept fixed 
salaries, and undertake to carry on a cooperative venture.” There 
are now many groups similar to the Mayo Clinic. 

The next step was for an organized group of doctors to charge 
patients so that the cost of medical care could be budgeted in 
advance. One of the first and most successful medical services 
operating under the regular prepayment plan is the clinic organ- 
ized and operated by Doctors Ross and Loos in Los Angeles, 
which now serves over 60,000 people. Many of these groups, in 
addition to using the budget plan, have attempted to reduce the 
cost of adequate medical service. Groups have been operated suc- 
cessfully on the prepayment plan for several years at Los Angeles, 
Little Rock, San Diego, and Baton Rouge. In certain cities, no- 
tably New York and Washington, the hospitals have such a plan, 
but it is limited, of course, to payment of certain hospital costs. 
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The most recent development in the field of group practice is 
based on cooperation by those who use the service. Group Health 
Association in Washington and the Farmers Union Cooperative 
Hospital at Elk City, Oklahoma, are the outstanding organiza- 
tions of this type. Again Dr. Hugh Cabot throws light on this 
development: 

“The methods and the ideals of cooperative group practice are 
specifically those of private medical group practice as it has grown 
up in this country during the last 30 years. It differs only in its 
methods of financing and in its applicability to people of various 
economic levels. In other words, its differences are social, financial 
and economic — not medical . . . Here, however, the initiative in 
organization comes from the consumer (the patient) instead of 
from the producer (the doctor).” 

As long as group medical practice was confined to charity hos- 
pitals and apparently did not threaten to affect doctors’ pocket- 
books, they encouraged it. When the Mayos developed the method 
for private practice, organized medicine opposed it. Doctors ar- 
gued that the result would be unfair competition, deterioration 
in medical service, loss of freedom in choice of physicians, loss of 
personal relations between patient and physician, and poor serv- 
ice from physicians because if they were on a salary they would 
lack the incentive to do good work. 

In spite of this opposition, the success of certain private group 
practice services was so great that organized medicine has largely 
withdrawn its opposition. “As time has gone on,” says Dr. Hugh 
Cabot, “organized medicine has had to recognize that private 
group practice was an established fact which no amount of criticism 
and sniping could destroy. On the other hand, they have remained 
strongly and violently opposed to prepayment group medical 
plans. Here again the charge of unfair competition is brought up 
and here it is more justifiable because in fact the saving is passed 
on to the consumer. But I wonder whether a type of organization 
which succeeds in delivering an equally good article at lower cost 
can properly be criticized as indulging in ‘unfair competition.’ ” 

Organized medicine now uses the same arguments against co- 
operative group medical services, organized by consumers, that 
it used against private group practice thirty years ago. It is a fair 
question whether these arguments are not as fallacious now as 
they proved to be in that case. 
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GROUP HEALTH IS A SUCCESSFUL, GOING CONCERN 

Group Health Association opened its clinic at 1328 Eye Street, 
N.W., for service to members and their eligible dependents on 
November i, 1937. On July i, 1940, it had built its membership 
to 2,560, and the number of individuals included in the service 
had risen to 6,012. This growth is remarkable and amply demon- 
trates the need for and interest in this cooperative association. 
Group Health’s first year of operation was very successful, in 
spite of opposition from the District Medical Society. 

During the summer of 1938, the legality of Group Health 
Association under the laws covering insurance and corporate prac- 
tice of medicine was questioned by the District Medical Society. 
Justice Jennings Bailey of the United States District Court ruled 
on this question and decided that Group Health violated no laws 
and that the challenge to its legality was not valid. 

Group Health Association has built up an excellent professional 
staflF. From hundreds of applications, the Association has chosen 
doctors and technicians with outstanding qualifications, training, 
and experience. Group Health Association is able to oflFer each of 
its doctors a salary greater than the average doctor’s net income. 
The salaries of its doctors range from $3,600 to $7,500 per year. 
On July I, 1940, its clinic stafE consisted of: 

Medical Director 
Surgeon and Proctologist 
Pediatrician (baby specialist) 

Three General Practitioners 
Ear, Nose and Throat Specialist 
Optometrist 
Urologist 

Obstetrician and Gynecologist 
Five Registered Nurses 
X-ray Technician 
Two Laboratory Technicians 
Two Graduate Pharmacists 

Group Health Association also has unusually modem and com- 
plete equipment for prompt and accurate diagnosis and treatment. 
Some of the more important items of equipment follow: 
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200 milliampere X-ray apparatus complete with fluoroscope 
and necessary attachments for giving superficial X-ray 
treatment. 

Electro-cardiograph — for recording heart action. 

Basal metabolism apparatus — for measuring the activity of 
the thyroid gland. 

Laboratory complete with ail modern equipment for diag- 
nostic purposes, including microscopes, hydrogen-ion 
colorimeter, ordinary colorimeter, centrifuge, incubator, 
hot-air dryer and sterilizer, hemogiobinometer, serological 
diagnostic equipment, equipment to make autogenous vac- 
cines, equipment to analyze various fluids to make tests 
for parasites and to make various blood tests in connection 
with certain diseases. 

Complete eye refraction room for diagnosis and treatment. 

Complete ear, nose, and throat room. 

Two ultra-modern short-wave diathermy machines. 

Ultraviolet light. Cold quartz light. 

Electric cautery equipment. 

Room for minor operations, including the latest type anaes- 
thetic machine and a compression and suction machine. 

Room containing an autoclave, a sterilizer, instrument cab- 
inet, surgical instruments and accessories, and other 
supplies. 

The clinic is well organized and efficient. Members make ap- 
pointments in advance, come to the clinic, and as promptly as 
possible are sent to one of the numerous medical offices or exam- 
ination or treatment rooms. Their visits and case histories are kept 
up-to-date in individual folders. Prescriptions, if needed, may be 
filled conveniently at the clinic pharmacy at low cost. 

. . . All employees of any branch of the Federal Government 
are eligible to join the Group Health Association. 

. . . Since Group Health is a cooperative, it is expected that 
as a member you will assume the responsibility of keeping your- 
self informed about your Association, ofFering suggestions for im- 
proving the service, and taking an active part in the development 
of the Association. 

The scale of monthly payments is as follows: 

Single member, $2.20 

Husband and wife, $4.00 
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Husband and wife and all children under 18 regardless of 
the number, $5.00 

For each dependent 18 to 21, add $1.00 

For each dependent over 21, add $2.20 

In addition, there is a charge of $i for the first house call in 
each illness, but no charge for subsequent house calls. In confine- 
ment cases, the member pays the first $25 of hospitalization costs. 
Each member also pays a $10 membership fee, which can be paid 
at the rate of $i a month and which becomes part of the Associa- 
tion’s operating capital. If you leave Washington or the Govern- 
ment service, or resign from Group Health after two years, you 
can be reimbursed for your membership fee by arranging to have 
it transferred to an incoming new member. 



CHAPTER VI 


APPRAISAL OF THE STRENGTHS AND WEAKNESSES OF 
THE CONSUMERS COOPERATIVES; AN ENUMERATION 
OF PROBLEMS TO BE SOLVED 


The Future of Cooperation^ 

The result which would best respond to the hopes of the writers 
of this book would be that the reader who has read thus far might 
have shared in some measure their own experience. They began 
with one end in view — ^to lay bare the character and meaning of 
a great and complex movement of more than national significance, 
a movement which originated in the confused social aspirations of 
more than a century ago, and has evolved in our own day into an 
enterprise so vast and so varied in its structure as almost at first 
to defy description or analysis. The task was begun without pre- 
conceptions. It was continued in a spirit of critical investigation. 
Gradually, as the movement took shape in this study, the tangled 
impressions of the earlier discussions gave place to a growing sense 
of order and pattern both the historical evolution of the move- 
ment and in its present organization. The conviction grew that we 
were witnessing in this process of evolution the working out of a 
vitally significant principle of social and economic action, so essen- 
tially right in relation lx)th to the need of which it was born and 
to the forces to which it gave meaning and purpose, that neither 
external opposition nor its own confused advocacy and uncertain 
application could hinder the result. A false start, under the in- 
fluence of utopian dreams, was but the occasion for a fresh begin- 
ning. The notion that men might combine instead of competing 
to satisfy their common wants inspired ordinary people to great 
achievements and led to the discovery of unexpected abilities. The 
resulting combination of ideal and action expressed itself in a vari- 

^ Quoted, with permission, from Consumers Cooferation in Great hj Carr- 

Saunders, Florence and Peers, Harper & Brothers, New York, 193S, pages 515-534- 
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ety of organic forms, some of which proved capable of survival, 
and others not. Once the most effective form was discovered, it 
grew and multiplied and adapted itself to changes in its environ- 
ment and to its own changing needs. 

The ideal of universal cooperation could best embody itself in 
forms which involved no inherent conflict of interest. Thus the 
plan of cooperation among producers, which was exposed to the 
conflict of sectional interests, lost ground before the idea of co- 
operation among consumers for the satisfaction of their wants. The 
simple device of dividend on purchases offered at once a practical 
way of avoiding earlier difficulties and discussions about the des- 
tination of accumulated funds, a means of eliminating profit, a 
method of accumulating savings for the extension of cooperative 
enterprise, and a sovereign plan for creating the assured market 
upon which further growth depended. The loyalty and community 
of interest thus created made possible the whole system of demo- 
cratic control, directed by inspired and unselfish leadership, which 
makes the cooperative movement different from any other form 
of economic enterprise in the modern world. 

We have seen how, from the germ of the Rochdale plan, a 
rich growth of cooperative societies has spread over the land, first 
in the industrial centres, thence extending into rural and resi- 
dential areas, adapting its forms to each new environment. This 
vigorous ramification must of itself have impressed the mind of 
the observer 5 but corresponding to this outward growth and giv- 
ing increasing support and sustenance to the whole, the roots 
of the movement have struck more deeply and spread more 
widely. Federal undertakings for combined services, including 
wholesaling, banking, manufacturing, and social, educational and 
propaganda activities, have been formed as they were needed, the 
product of those same vital forces which brought the retail soci- 
eties into being. It is an arresting thought that the simple plan 
upon which a modest grocery store was founded nearly a hundred 
years ago has sufficed for the subsequent organization of the whole 
of this vast undertaking, and that the principles which guided the 
pioneers in the conduct of their business are, in essentials, the same 
as those which govern each unit of cooperative enterprise to-day, 
from the village cooperative store with a few hundred members to 
the great multi-plant undertakings of the two wholesale societies. 

To have become aware of the dynamic character of this great 
enterprise, of the size and complexity of its achievement, and at 
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the same time o£ the creative simplicity of the principles on which 
it is founded, is the experience which the writers hope to have 
shared with those who read these pages. But they will have failed 
in their main task if they have succeeded merely in inducing com- 
placent admiration. For they themselves are left, not merely with 
a sense of incalculable possibilities, but also with a feeling of doubt 
as to how far at the present time these possibilities are realized 
within the movement itself. There is in the history of every great 
movement such as this a danger of stagnation after a period of 
vigorous expansion. The strength of the original impetus may 
grow less if, in the very profusion of growth, consciousness of pur- 
pose is diminished or lost. Size and complexity may become dan- 
gers in themselves if there is no corresponding increase in direc- 
tive energy or In the general appreciation of ends. Growth then 
becomes haphazard} energies are divided or dissipated in ineffec- 
tive action; there is no common mind on vital issues; and uncer- 
tainty leads finally to inaction and decay. It seems necessary, 
therefore, at this point, to attempt some restatement of the prin- 
ciples of cooperation, as they have emerged in the course of this 
survey, and then to consider how far, in the light of present trends, 
the movement seems capable of realizing these principles in prac- 
tice and of maintaining its progress in the future. 

THE PRINCIPLES OF COOPERATIVE ENTERPRISE 

One of the weaknesses of the cooperative movement in this 
country .(Great Britain) is its failure to evolve any clear-cut theory 
of cooperation to set against or even to supplement other accepted 
principles of economic and social organization. The modern move- 
ment has not produced an authoritative literature of its own. It 
has thrown up no great thinkers or teachers. It is therefore inar- 
ticulate when it tries to explain itself, and either seeks refuge in 
an obsolete utopian phraseology or finds comfort in columns of 
statistics. Yet this is not for want of inspiration from the past, or 
due to any lack of continuity between the past and the present. 
The fundamental principles with which the movement began re- 
main unchanged to-day; but they needed to be worked out in 
the light of practice and in relation to changing conditions. Far 
from there having been any attempt to do this, they have been 
allowed quietly to slip into the background, or to remain as a kind 
of religious fervour among the few. This failure to work out a 
new and purposive idealism, capable of influencing action and 
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policy, has been in no sense deliberate. It has been one o£ the 
penalties of growth. As the scale of operations grew larger, the 
available energies of the movement were absorbed in business ac- 
tivities. These came to be of importance for their own sake, and 
their ultimate meaning tended to be lost. The task of reviving the 
earlier sense of purpose and of directing it to the solution of the 
problems of cooperative development in the future is becoming 
more and more urgent. 

This is not to suggest that the movement must lose itself once 
more in a maze of utopian theorizing} but it must become clear as 
to its purpose. It must lay down the principles which differentiate 
it from ordinary capitalist enterprise. It must decide what is to be 
the scope of its operations and influence, both in the economic and 
in the political sphere} and it must work out the principles of 
future expansion and the forms which will most favour the achieve- 
ment of its ends. It is essential, in any attempt to give meaning to 
cooperation or to envisage its future place in the life of the com- 
munity, to define its present character and,' in the process of doing 
this, to lay bare the general principles which may serve as guide- 
posts when there are further advances to be made or obstacles to 
be overcome. 

In the first place, cooperation is itself a complete system of 
economic organization, arising out of a direct interest of associated 
consumers in the goods and services which they require for the 
satisfaction of their wants. In this it is opposed to a system of or- 
ganization which achieves the satisfaction of wants indirectly and 
only to the extent to which profits are yielded in the process. It is 
clear that there must be opposition of interest between the coop- 
erative system, which aims at the elimination of profits, and a com- 
peting system of supply, the mainspring of which is the profit 
motive. 

Cooperation differs fundamentally from the capitalist system of 
organization, which puts the interests of producers in the fore- 
front. All are consumers, from the cradle to the grave, though most 
people, it is true, are producers also. But production misses its 
true purpose unless it is directed to the fullest possible satisfaction 
of the wants of consumers, and therefore the consumer interest 
should predominate. Experience shows plainly enough that, under 
the capitalist system, producers may, by achieving monopoly of 
supply, or through selling agreements, raise prices against con- 
sumers, or that they may, by the power of advertisement, deliber- 
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ately persuade consumers that their interests are other than the) 
are. Thus there is a standing temptation to sectional and unjusti- 
fiable gain. The cooperative system offers a way of escape frorc 
this danger. 

If this conclusion is accepted, it is possible to deduce another 
Cooperation stands for the control by the general body of con- 
sumers of those economic activities which are directed to the satis- 
faction of their wants, and must be opposed to control by sectional 
interests. The starting-point of the cooperative system is the con- 
sumer and consumers’ wants, not the producer and the desire foi 
gain. As between different bodies of producers organized for gain, 
there is diversity of interest. Each wishes to sell as dearly as pos- 
sible, whether they have goods or labour to sell, and to buy the 
products or services of others as cheaply as possible. It is usual tc 
say that our interests as consumers, on the other hand, are iden- 
tical. Although this is not altogether true in a society which is 
divided into rich and poor, it is broadly true of the large body oi 
consumers organized in the present cooperative movement; and 
it would become increasingly true as cooperation succeeded in 
eliminating profit over a widening portion of the field. The sig- 
nificance of the undifferentiated consumer basis of cooperative en- 
terprise has not been fully realized. So long as the consumers are 
making goods for, and selling them to, themselves, any attempt to 
save costs by lowering quality, or by reducing the remuneration 
of the main body of consumers in their capacity as wage-earners, 
becomes merely nonsensical. Moreover, informed consumers who 
undertake to satisfy their own wants cooperatively will be inter- 
ested only in the commodities and services which they need, and 
will have no interest in artificially stimulating the demand for 
“goods” which do not contribute to better living. A completely co- 
operative system of production and distribution of consumers’ 
goods would thus represent an enormous economy of effort, even 
if there were no saving of costs in the actual production of 
commodities. 

This leads to the statement of a further essential characteristic 
of cooperation. Because of the economies inherent in the coopera- 
tive system it must theoretically have a continuous capacity for 
expansion. The economy of effort which arises from the possibility 
of relating production directly to wants has already been men- 
tioned. But further than that, the larger the body of organized 
coirsumers, the greater the benefit which each derives from the 
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system and the greater the capital resources which can be set aside 
for further expansion. Between different producer interests there 
must be competition and wasteful friction 5 this leads to monopoly 
and the restriction of the gain to fewer people. Cooperation, on 
the other hand, seeks to bring in the largest possible number of 
consumers to share in the increasing benefit of the common enter- 
prise. Thus if the movement were clear as to its principles and 
aims, and were planned and directed on right lines, it would ulti- 
mately supersede a system which operates only with recurring 
friction, which involves wasteful methods both of production and 
of consumption, and which tends to break down in periodic crises. 

It is not sufficient, however, to establish the existence of an in- 
herent tendency towards progressive expansion. Expansion itself, 
in the cooperative system, follows certain laws, and if these are not 
understood, or if obstacles are placed in the way of their operation, 
the tendency may be inhibited. The history of cooperation in this 
country indicates the way in which expansion tends to take place. 
The first and most obvious form may be described as ‘^horizontal,” 
and it operates in two main ways. In the first place, more and 
more consumers are brought into the movement, and its resources 
and influence thereby automatically increase} and in the second 
place, the range of commodities with which it is concerned is pro- 
gressively extended, and the proportionate cooperative buying of 
existing members increases. These two aspects of expansion are, 
of course, complementary. The tendency is always to begin with 
commodities in daily demand by everybody} then, as numbers 
grow, it is possible to supply those goods which, while they are in 
general demand, are required at less frequent intervals} and 
finally, with a further increase in numbers, it is possible to meet 
the need for commodities and services which are more individual 
in their appeal and need greater variety and initiative in their 
production and handling. The extremes of this range are groceries, 
bread and milk at one end, and artistic products, dentistry, phar- 
macy, etc., at the other. 

Another and perhaps even more significant aspect of cooperative 
expansion is that which may be described as “vertical.” This is 
concerned, not with the range and volume of commodities, but 
with the range of intermediate activities. The attempt to provide 
commodities for the use of a known and increasing body of con- 
sumers leads from retail dealing to wholesale dealing, and from 
that to manufacture, and finally to the provision of raw materials 



APPRAISAL OF THE STRENGTH 1 57 

for manufacture. Here also there are certain well-marked lines of 
progress, from the manufacture of standardized commodities in 
general and day-to-day use, to the production of commodities 
which involve greater difficulty and variety of provision and less 
continuous demand. Production direct from the soil is difficult to 
place, since it is concerned both with foodstuffs and with the raw 
materials of manufacture. It appears early in time, but it has not 
yet gone very far in relation to the total need. The problem of the 
cooperative organization of farming and other “extractive” indus- 
tries is one which has still to be solved by the movement, in spite 
of some promising experiments which have already been made, 
such as the agreements which exist between certain retail societies 
and neighbouring farmers and small-holders. 

The next task is to discover how far these principles and tend- 
encies are operating in the movement to-day, and what promise 
there is for the future. 

PRESENT TRENDS AND FUTURE POSSIBILITIES 

It is difficult to avoid the conclusion that the growth of coopera- 
tive enterprise has been accompanied by some blurring of the 
features which distinguish it from competitive private enterprise. 
As stores or branches have been established in areas where spon- 
taneous cooperation is non-existent or weak, and as existing soci- 
eties have outgrown their keen nucleus of cooperative enthusiasts, 
they have tended to become more and more like any other big 
business and to adopt the same criteria of success. This tendency 
away from the original cooperative character has been accentuated 
by the need, with increase in size, for placing more and more con- 
trol and direction in the hands of permanent business officials, 
although this is, of course, partly a result as well as a cause. The 
essential antithesis between a closed cooperative system which pro- 
duces goods and services for, and distributes them to, its own mem- 
bership, under their ultimate direction and control, and a system 
which separates the producer from the consumer and produces only 
in response to the stimulus of profit, tends to be lost. The surplus 
which arises at different stages in cooperative production and dis- 
tribution, and is distributed in the form of dividend, should be 
incidental to the whole plan. Instead of that, it is tending to be- 
come an object of cooperative trading, as it is in private enterprise, 
with the added danger that, given an assured membership, it may 
be artificially created through higher prices, instead of arising a 



158 INTRODUCTION TO THE COOPERATIVE MOVEMENT 

genuine surplus. This represents a perversion of cooperative prin- 
ciples. 

But this “profit-mindedness” goes further. Often enough, when 
the cooperative movement should be actively opposing private 
vested interests, it appears to be sharing advantages with them, 
even to the extent of making terms with monopoly and accepting 
a position of economic dependence. If cooperation is to survive as 
a distinctive movement, the essential opposition between the co- 
operative system and the system of production for profit must be 
made clear, both to the officials and to the membership, and the 
movement as a whole must be prepared for a long and perhaps 
bitter struggle against restrictive and monopolistic tendencies 
which are manifesting themselves within the capitalist system. No 
great movement ever succeeded in the long run by taking the lin e 
of least resistance. But if the cooperative movement is to be guided, 
not by considerations of expediency but by definite principles 
which are proper to itself, these must be made clear to its mem- 
bers, who must become increasingly aware of the issues which they 
as a body are called upon to face. How far is the present disposi- 
tion of the movement such as to make this task a possible one? 
This leads to a consideration of the extent to which another of the 
great principles of cooperation, that of democratic consumers’ con- 
trol, finds its expression in present practice. 

We have found reason to question the ordinary, popular con- 
ception of democratic control, the notion that all or at least a con- 
siderable majority of the members of a movement which claims 
to be democratically governed must be actively participating in the 
management of its various activities. We have seen that it is suf- 
ficient if a representative section of the membership are aware of 
the issues to be decided and are prepared to be vocal in criticism 
and active in service, so long as those who are actually charged 
with the tasks of administration and control are sensitive to the 
will of the general body of members. Much of the criticism lev- 
elled at the movement on the ground that a large proportion of 
the members are merely passive and take no share in its delibera- 
tions or activities thus falls to the ground. But even with this re- 
interpretation of the requirements of democracy, there is reason to 
believe that the present trend of the cooperative movement is away 
from its original democratic character, and that there may be a 
corresponding decline of sensitiveness on the part of the leaders to 
the needs of the general body of consumers. The number of active 
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and informed members is too small in view of the growth in total 
numbers and in the range of activities. Many of the new regional 
societies with widely extended areas seem to have preserved little 
of the original spirit of the movement, except among the compara- 
tively few members who are in touch with the administrative cen- 
tre} and there is some danger also that the recent development of 
branches controlled directly by the wholesales, however necessary 
it may be for other reasons, may further weaken the democratic 
character of the movement, unless some new democratic machinery 
can be added to that which depends upon local autonomy. 

Here again, the future of cooperation as a distinctive system of 
economic organization is threatened by a departure from funda- 
mental principles. The weakening of democratic control affects the 
quality of the leadership} the sense of direction is lost} and the 
way is opened to control by powerfully organized sectional inter- 
ests within the movement. There is no reason to believe that the 
qualities upon which democratic institutions in this country were 
built are less prevalent than they were} or that they are present in 
greater profusion in the older centres of cooperation than in the 
newer} or that they are the monopoly of any class or age-group. 
If they are less in evidence in the cooperative movement as a whole 
than they were, the fault lies in the failure to adjust organization 
to the increased size and complexity of the movement, and in the 
failure to keep pace, in education and propaganda, with the needs 
of a rapidly growing membership. These are defects which can 
and must be remedied if the future of cooperation is to be made 
secure. 

. . . We have seen that there is, in the cooperative system, an 
innate tendency to expand. Continuous expansion is, in fact, a test 
of the extent to which cooperative trading principles are being 
efficiently applied. There is no doubt that, during the greater part 
of the history of the movement, expansion has, in fact, been taking 
place rapidly} but it is possible at present to exaggerate its extent. 
Cooperative trading may increase absolutely while its relative posi- 
tion remains the same. Expansion relative to other forms of trad- 
ing means an increase which is more than proportionate to the 
growth in population and to the rise in standards of living. If this 
and the increase in prices are taken into consideration, the growth 
in cooperative retail trade in recent years is less spectacular than it 
appears at first sight. However this may be, we are certainly justi- 
fied in concluding that its full capacity for expansion has not been 
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realized. And since, as has been shown in previous chapters, the 
cooperative system possesses undoubted economic advantages over 
rival methods, the fault must lie once more in failure to under- 
stand the principles underlying the system, and in defects of or- 
ganization and propaganda. Development of the whole system 
must be purposive, not merely opportunist. An efFective increase 
in cooperative membership, and in the cooperative trading of mem- 
bers, cannot be secured by the ordinary methods of business adver- 
tising, even if these were more eflFectively used than they are. It 
can only be achieved by spreading a knowledge of cooperative 
principles and aims, and by a logical development of the capacity 
of the movement to satisfy, in the most efficient manner possible, 
and to an increasing extent by means of its own resources, more and 
more of the wants of a growing body of members. 

So far, cooperation has appealed mainly to the superior section 
of the working-class. It has made less appeal to the poorer sections 
of the community, and not very much to the main body of middle- 
class consumers. If the movement is to preserve its sense of social 
purpose, it must adapt itself particularly to the needs of the former. 
It is obviously vitally concerned in the problem of poverty among 
large numbers of consumers, and in that sense, as well as in its op- 
position to profits, it links on to the Labour Movement as a whole. 
It could do much to arouse to social consciousness large numbers 
of those who, through stress of circumstance, are incapable of help- 
ing themselves and remain a drag on social progress. How far the 
movement can, at the same time, appeal to the upper levels of 
middle-class demand, without losing its democratic, working-class 
character, is a matter for consideration. In so far as the attempt to 
meet that demand induces a general levelling-up in the quality 
and taste of cooperative supply, for the benefit of the members as 
a whole, it will be all to the good. But any such attempt must be 
directed by considered policy, not merely by the desire to capture 
a lucrative trade, perhaps at the expense of the essential aims of 
cooperative effort. 

Various difficulties have emerged in this survey of present trends 
in the light of the principles of cooperation. The time has now 
come to consider these difficulties more specifically, and the means 
by which they may be overcome. 

OBSTACLES TO THE REALIZATION OF COOPERATIVE AIMS 

The position which we have now reached is that, inherently, 
there is nothing to prevent the expansion of cooperative enterprise 
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until it embraces a wide range of activities leading to the satisfac- 
tion of the primary wants of all consumers, including not merely 
the distribution of a great variety of commodities and services, but 
also the intermediate activities, from the extraction of the raw 
materials to the final stage of consumption. A complete system of 
cooperation would be large enough also to produce its own capital 
goods — machinery, buildings, transport vehicles and the like — 
upon which the output of consumption goods depends. Coopera- 
tive retail trading would then become only the final stage of a 
great, self-contained system of direct production for the satisfac- 
tion of the known wants of consumers. Not only is there no reason 
why this should not happen j actually, the inherent superiority of 
the cooperative system, which has been clearly demonstrated in 
this book, should make it inevitable. Yet there is no evidence of 
a realization of these possibilities; there is an apparent falling oflF 
in the sense of social purpose in the movement as a whole; and 
the movement has also lagged far behind in the task of making 
itself independent of private production and in new enterprise 
generally. There are obviously certain hindrances which are ob- 
structing the tendency to expansion. These fall into two main 
categories: those which are internal to the movement itself, and 
those which are external to it. The former may be considered first. 

(a) Defects of Organization. — In the early days of the move- 
ment, and down to recent times, cooperative organization led the 
way in distributive efficiency. Success came with the realization of 
the possibilities of effective local organization, based on the com- 
pact urban community. When towns became the centres of re- 
gions, these nuclei spread outward, and the result is now an ir- 
regular pattern of autonomous societies, sometimes overlapping, 
sometimes leaving gaps. The intense community feeling for which 
the earlier forms provided an effective channel is weakened, and 
little attempt has been made to create that wider cooperative con- 
sciousness which is needed in the new situation, or to devise new 
channels for its expression. Meanwhile, these narrow local divi- 
sions are rapidly breaking down; the most successful capitalist 
enterprises to-day are conceived and organized on a national basis 
under single national control. The problem of the cooperative 
movement now is to secure the same unified direction, without de- 
stroying its democratic character or losing anything of its distinc- 
tive features. 

This is important from the standpoint of technical efficiency, 
espedally in view of the growth of cooperative production on a 
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national basis. But elFective technical direction is not the only 
thing. Broad lines of policy become more important as the move- 
ment increases in size and becomes conscious of wider social aims. 
The present organization actually now prevents the growth of a 
more efFective democracy, capable at least of shaping policy and 
of laying down the main lines of advance. A movement which con- 
sists of a large number of completely autonomous units, subject to 
no unifying authority, bound to no common policy even as trad- 
ing units, their only opportunity of discussing authoritatively those 
matters which affect the general interests an annual Congress with 
an overweighted programme, cannot effectively work out a com- 
mon will or apply that common will to the prosecution of its aims. 
The Cooperative Union, focusing certain of the activities which 
are common to all of the societies, might, by propaganda methods, 
do more than it does to unify cooperative sentiment and to en- 
courage the development of common purposes throughout the 
movement. It cannot, however, be really effective with its present 
organization, and it has no power to impose its authority on the 
individual societies. The C.W.S. Board is equally unable to give 
the necessary lead since it also is without authority in relation to 
the societies, and the S.C.W.S. is in the same position. The absence 
of any central directive authority is an undoubted source of 
weakness. 

The absence of unity and of a common policy is shown by the 
fact that, in 1936, out of 1,777 societies included in the Coopera- 
tive Union, only 526 were members of the International Coopera- 
tive Alliance, 671 only were associated as shareholders in the 
Cooperative Press, only 144 were participating in the collective 
advertising scheme, and 489 only were affiliated to the Cooperative 
Party.® It might be added that there is no such thing as a national 
cooperative membership, and that the member of one society buys 
from another society as a stranger. 

The urgent need to-day is for the creation of a unified central 
authority for the cooperative movement as a whole, answerable to 
a united cooperative democracy, capable at once of providing for 
the effective control of the whole system, and of mobilizing opin- 
ion and representing the cooperative movement to the outside 
world. Although this is not the place to work out the details, it is 
not impossible to conceive of an elected cooperative parliament, 
which would meet often enough and with sufficiently long sessions 

®Mr. George Riddle, Presidential Address, Cooperative Congress, 193 d. 
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to deal adequately with large questions of policy, electing in its 
turn a “cabinet” which would be the central executive authority of 
the movement. The local societies would preserve their autonomy 
in local matters, but would have to be subject in all matters affect- 
ing the common interest to the central authority which they them- 
selves helped to elect. Elections would have to be so planned as 
not to place the control in the hands of a few large societies. The 
cooperative parliament, if it was to be effective as the directing au- 
thority, would have to be given definite powers and a large meas- 
ure of control over central finance. A body of this kind, represent- 
ing and controlling an expanding cooperative economic system, 
would become one of the most powerful influences in the state, 
capable of directing economic policy so as to ensure the widest dis- 
tribution of those benefits which modern civilization and the mod- 
ern technique of production should enable all to enjoy. 

There is, however, another limitation which, even more than 
imperfect organization, is likely to impose a check on the further 
growth of cooperation, and is indeed one of the most serious ob- 
stacles in the way of all democratic progress. 

(b) Defects of Leadership. — It is not intended here to level 
criticism against those who have been charged with the difficult 
task of directing cooperative enterprise, whether nationally or 
locally. They are the product of the movement and have had to 
work within the limitations imposed by the existing structure. 
Through defects of recruitment, too much has been imposed upon 
too few people. The movement has never attached sufficient im- 
portance to the use of trained ability on a scale commensurate with 
the size and complexity of its operations. Moreover, opportunities 
of leadership are not easily found in an organization so lacking in 
homogeneity and in central direction. Improvements in organiza- 
tion woxild undoubtedly make the existing leadership more ef- 
fective. 

Nevertheless, the problem of personnel is urgent. The possi- 
bilities of growth in any system are limited by the amount of 
ability at its disposal. The present trend of capitalist enterprise is 
to lay great stress upon high technical ability at the top and to 
reduce labour at the bottom to a routine. It is against the traditions 
and sentiments of the cooperative movement both to offer high 
monetary rewards to scarce abilities and to accept the regimenta- 
tion of labour which advanced technical knowledge makes possible. 
Its choice of leaders tends to be limited to those people who have 
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the necessary abilities and are, at the same time, so imbued with 
the spirit of service that they are willing to sacrifice greater gain 
in the monetary sense in order to serve a cause. The supply of 
people of this kind is at present seriously limited; and the buy- 
ing up and monopolizing of scarce abilities by capitalist enterprise 
may become a grave menace to the future progress of cooperation. 
Moreover, the urge to serve the cause of cooperation is not helped 
by the failure to make its aims clear. 

The remedy for the shortage of the higher grades of ability lies 
obviously in the direction of making them less scarce. The coopera- 
tive movement has a direct interest in increasing the state provision 
of education, so that opportunities of higher education might be 
open to all. So far, it has failed even to use the trained ability 
which is made available for it by the present educational system. 
Even the advantages of secondary education have not been real- 
ized; and recruitment form the Universities is almost unknown. 
The sons and daughters of working-men who go to the Univer- 
sities, and the growing number of adult working men and women 
who are now given the same opportunity of University training, 
can find no outlet for their abilities in the service of cooperation. 
Is it not time that the cooperative movement opened its eyes to 
what the rest of the world is doing? 

But the movement must also develop its own educational sys- 
tem with a breadth of vision which has been lacking in the past. 
Instead of paying exorbitantly in order to gain or retain an in- 
adequate share of scarce abilities of leadership (and there are signs 
of the adoption of that policy in some of the larger societies), it 
should use its funds more widely to make these abilities less scarce 
in relation to its own peculiar needs. The cooperative movement 
has in this a function to perform which cannot at present be taken 
over by the state: it has to educate a new type of individual with 
a new conception of service. His training must be related to the 
aims of cooperation in the widest sense. He needs much more than 
mere tec h nical ability: he must be constantly aware of the ends 
which cooperation exists to serve and of the means by which they 
may be achieved. This need for the training of “political” as dis- 
tinct from purely technical abilities is not, of course, confined to 
the full-time personnel of the movement. It applies also to those 
who are giving voluntary service to cooperation. We cannot too 
strongly urge the need for raising cooperative education to a much 
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higher level, if the quality of service and leadership is to be equal 
to the claims imposed upon it. 

(c) Defects of Education and Propaganda. — One aspect of the 
need for a developed system of cooperative education has been 
referred to in the previous section. There is a more important as- 
pect still. The need for a clear perception of aims has become 
urgent in view of the changed character of the movement and the 
necessity for re-creating in its members a sense of unity and pur- 
pose on a national or even an international basis, as opposed to the 
local group-consciousness of the early days. It was easy to perceive 
the significance of cooperative effort when it was limited to com- 
paratively small groups already united by common bonds of local- 
ity and employment. The need for loyalty to the local store was 
easily understood. With the growth in size and the multiplication 
of branches, cooperative shops now appear to a great majority of 
the large body of members as convenient shopping places, not as 
part of a movement in which they are vitally concerned. Yet, as 
we have seen, a high degree of cooperative loyalty is a necessary 
condition of future advance, and it becomes more difficult to en- 
sure this as rival methods of trading and propaganda become 
more eflficient. For the cooperative movement merely to imitate 
capitalist methods of advertising would be to sacrifice one of its 
greatest economies; and it would not make cooperators in any real 
sense. The propaganda of ideas is more important for the future 
of cooperation than the propaganda of trade goods. Given a wide 
appreciation of the benefits and aims of cooperation, together with 
a high level of efficiency in production, and cooperative goods will 
sell themselves. The education of members as cooperative con- 
sumers will not only unite them into a conscious national body, but 
will also make possible a rationalization of the whole cooperative 
system; and to educate them in the ideals of the movement will 
bind the whole membership into an effective force for the realiza- 
tion of cooperative aims. 

To create a worthy cooperative service of education and propa- 
ganda is thus one of the essential needs of the movement at the 
present time. It is as necessary to the cooperative commonwealth as 
it is to the political state. The task needs vision and high intellec- 
tual endeavour. It needs men who are capable of creative thought; 
it needs those who can teach and write and inspire; it needs a 
centre of inspiration and research equal in quality to the post-grad- 
uate schools of Universities, but moved by the spirit which actu- 
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ated Owen and the early pioneers. This task of education and 
propaganda cannot be left to local initiative, although local initia- 
tive should be used whenever possible. It is worthy of the best 
energies and abilities which the movement as a whole can devote 
to it. 

(d) External Hindrances. — ^As the movement becomes more 
purposive and more conscious of itself, the essential conflict be- 
tween the cooperative system of economic organization and its 
rivals will become more apparent. It is not intended to suggest that 
there can be no compromise with any other form of economic or- 
ganization. The possibility of mapping out the ground as between 
municipal and state enterprise and the cooperative system must 
be clearly envisaged; and there are certain forms of capitalist en- 
terprise which are coming more and more to be organized as public 
utilities, and in which the profit motive is less and less in evidence. 
But cooperation, by its very nature, finds itself in conflict with the 
most aggressive and most strongly entrenched forces of private 
enterprise — ^those which depend for their existence upon exploita- 
tion of the consumer. In so far as cooperation aims at the rational- 
ization of consumption and the abolition of private profit in the 
satisfaction of consumers’ wants, it cuts the ground from under the 
feet of powerful vested interests. However much the movement 
may desire to live at peace with the rest of the economic world, it 
will not be allowed to do so, unless it is prepared to accept definite 
limits to its activities. Attempts will be made, as they have already 
been made, to use the power of the state and of the press to check 
the further growth of the movement. Cooperation must be pre- 
pared to meet the challenge. 

There will be wide differences of opinion as to the way in which 
this challenge should be met. Because the rival interests had the 
ear of Parliament, and the interests of cooperation seemed to be 
threatened by Government action, the movement decided to enter 
the political arena. It was felt that the existing Labour Party, 
which seemed the natural ally of the cooperative movement 
against the opposing capitalist interests, did not express the co- 
operative view of the economic system, and it was decided, there- 
fore, to form a separate political party. But since there was no 
clear understanding of objectives, and since the politically con- 
scious members of the movement were already engaged in the 
Labour interest, and others were opposed to any possible form of 
political activity, the result was to confuse the issue. Cooperation 
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can only become an effective political force when it has made up 
its mind as to what it wants j and it can only act if it can carry its 
membership with it. 

It would be a mistake, in any case, to suppose that the future of 
cooperation could be secured merely by changing the complejdon 
of the House of Commons. The only way ultimately to overcome 
the opposing interests is the way of greater efficiency} and in 
achieving that, the movement will acquire political power. There 
is also the possibility of dividing the opposing forces. Cooperation 
need not, and indeed cannot, aim at eliminating every kind of 
private enterprise. It can, for a long time to come, work amicably 
with those undertakings in which professional excellence and pub- 
lic service are more important than soaring profits. Its vast re- 
sources, inadequately used as we have seen, would enable it at 
least to share in the control of such enterprises. Moreover, many 
of the smaller entrepreneurs like farmers and other specialist pro- 
ducers, are threatened equally with cooperation by the growth of 
monopoly interests and they would be better off working for an 
enlarged consumers’ cooperative movement. Examples of this are 
already to be found in the production of fruit and vegetables and, 
at the other extreme, wireless sets, for cooperative consumption. 

The greatest danger at the present time arises from the tendency 
to state intervention on the side of large producer interests. The 
extension of cooperation depends upon its ability to conquer more 
and more of the territory at present occupied by private enterprise. 
The present policy of Marketing Boards and quota systems, sup- 
ported by protective tariffs, aims at a delimitation of territories 
and must lead to a ‘Valling-in” of the cooperative movement. 
Capitalism has entered upon a new, restrictive phase, in which the 
attempt is made to prevent the establishment of new competitive 
businesses and to limit the expansion of existing concerns at the 
expense of their competitors. If this policy were allowed to estab- 
lish itself securely, the way to cooperative expansion would be 
closed. The cooperative movement would be forced to enter one 
capitalist ring after another, and to accept quotas based upon exist- 
ing outputs, thereby forgoing the right to expand except in the 
same ratio as its capitalist rivals. If that position were reached, the 
cooperative movement would have been effectively absorbed into 
the capitalist system. The movement must mobilize its forces in 
opposition to this growing policy of restriction. It must do this in 
its own interest} for so long as these restrictions remam and are 
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fostered by the state, the future progress of cooperation is jeopard- 
ized. It must also attack this policy in the interest of the general 
body of consumers 5 for cooperation stands to-day as the only 
potential political force for the protection of consumer interests. 

There is another important reason for opposition to the policy 
of restriction. The realization of the aims of cooperation in the 
future depends on the freest possible movement of commodities 
across national boundaries. The growth of cooperation in other 
countries and the system of exchange between the British whole- 
sales and similar organizations abroad, provide the basis for a 
rational system of international trade, free from the dangers which 
arise when trading is regarded as mutual exploitation and is made 
to serve the interests of rival imperialisms. Everything that has 
been said about cooperation nationally applies equally to coopera- 
tion internationally. Certain vested private interests stand to lose 
by freer international trading relations, which are nevertheless 
advantageous to the community as a whole. Cooperation can only 
gain by expansion, both nationally and internationally. If the 
movement could make this position clear, it might increase its own 
political influence enormously and at the same time serve as one 
of the most powerful factors in the cause of international peace and 
understanding. 

There is no doubt that political influences represent an obstacle 
to the realization of cooperative aims which must be overcome. 
We have already expressed doubts as to whether the attempt to 
form a separate political party, before there was any agreed co- 
operative policy accepted by a united membership, was the right 
way of meeting this difficulty. The alternative, when political ac- 
tion was necessary, was to work with one or more of the existing 
political parties, and that, in practice, meant working with the 
Labour Party. Whether there can be any permanent political al- 
liance between cooperation and labour will depend on the future 
trend of labour policy. It has already been suggested that the co- 
operative movement must be opposed in principle to every form of 
economic control or political organization based upon sectional 
producer interests, whether on the side of capital or on the side of 
labour. The form of socialism which is based upon the principle of 
workers’ control is just as much opposed to the cooperative ideal 
of society as is the existing system of capitalist control. This has not 
yet been clearly understood. The conflict of ideals within the 
labour movement must, in the interests of clear thinking, be made 
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conscious. In theory, the opposing views cannot be reconciled. But 
it may be possible, in a practical and imperfect world, to secure 
some balance between them. 

CONCLUSION 

This book stops short of prophecy. It has been considered suffi- 
cient to trace the processes of growth 5 to describe the form and 
character of cooperative enterprise and the principles on which it 
is based, both in its economic and in its social and political aspects; 
and to discuss present trends and the obstacles in the way of future 
expansion. In the process of doing this, certain weaknesses have 
been exposed; but no one could conclude this study without real- 
izing the enormous possibilities which have also been revealed. It 
is for others, inspired, it is hoped, by the results of this investiga- 
tion, to work out in practice what the future of the cooperative 
movement is to be — either a reasonably efficient large-scale busi- 
ness aggregation, or a new system of economic organization grad- 
ually replacing the old. In the first aspect, it has to compete with 
other efficient national enterprises in its own field; in the second, 
with other plans for social reorganization. From either point of 
view it must know how it stands, and the conditions of success 
must be made clear. 

THE MIDDLE WAY BETWEEN LAISSEZ-FAIRE AND RIGID CONTROL 

There is this to be said, finally, for the wider possibilities of co- 
operation: it is the only alternative scheme of economic organiza- 
tion actually in existence in this country, and the only attempt at 
general economic planning on a large scale. It has achieved its 
present scope and dimensions without sacrificing an3rthing of the 
principle of voluntarism. It may, therefore, be regarded as the 
possible middle way between laissez-faire liberalism and rigid 
planning on a compulsory basis, and in this aspect it has a strong 
claim to the allegiance of all those who believe that some form of 
economic planning is necessary, in the interests of order and jus- 
tice, but who dislike the element of coercion in other systems which 
are offered for their approval. 
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Part Two 


THE PRODUCERS’ COOPERATIVE MOVEMENT 




CHAPTER VII 


HISTORY AND DEVELOPMENT OF PRODUCERS’ 
COOPERATION 


The Phalanstery^ 

The announcement does, I acknowledge, sound very improbable, 
of a method for combining three hundred families unequal in for- 
tune, and rewarding each person, — ^man, woman, child — accord- 
ing to the three properties, cafital, labour, talent. 

, . . It is necessary for a company of 1,500 to i,6oo persons to 
have a stretch of land comprising a good square league, say a 
surface of six million square toises (do not let us forget that a 
third of that would suffice for the simple mode). 

The land should be provided with a fine stream of water; it 
should be intersected by hills, and adapted to varied cultivation; 
it should be contiguous to a forest, and not far removed from a 
large city, but sufficiently so to escape intruders. . . . 

A company will be collected consisting of from 1,500 to i,6oo 
persons of graduated degrees of fortune, age, character, of the- 
oretical and practical knowledge; care will be taken to secure the 
greatest amount of variety possible, for the greater the number 
of variations either in the passions or the faculties of the members, 
the easier will it be to make them harmonise in a short space of 
time. 

In this district devoted to experiment, there ought to be com- 
bined every species of practicable cultivation, including that in 
conservatories and hot-houses; in addition, there ought to be at 
least three accessory factories, to be used in winter and on rainy 
days; furthermore, various practical branches of science and the 
arts, independent of the schools. . . . 

As for the selection to be made among the candidates, rich and 

^Quoted, witii permission, from Selections from the Works of Fouriery Julia 
Franklin, translator, Swan, ^nnensdbein Sc Co., Ltd., London, 1901, pag:t» tS7'"*54* 
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poor, various qualities which are accounted vicious or useless in 
civilisation should be looked for j such are: 

A good ear for music. 

Good manners of families. 

Aptitude for the fine arts. 

And various rules which are contrary to philosophic ideas should 
be followed. 

To prefer families having few children. 

To have one-third of the organisation consist of celibates. 

To seek characters regarded as peculiar. 

To establish a graduated scale respecting age, fortune, knowl- 
edge. 

In view of the necessity of uniform education and fusion of the 
classes among children, I have advised, what I now reiterate, the 
selection, for the experimental Phalanx:, of well-bred families, 
particularly in the lower class, since it will be necessary to have 
that class mingle in labour with the rich, and to make the latter 
find a charm in this amalgamation. That charm will be greatly 
dependent upon the good breeding of the inferiors j that is why 
the people in the environs of Paris, Blois, and Tours will be very 
suitable for the trial, provided, of cotirse, that a proper selection is 
made. — (N. M., 104, 178.) 

Let us proceed with the details of composition. 

At least seven-eighths of the members ought to be cultivators 
and manufacturers 5 the remainder will consist of capitalists, 
scholars, and artists. 

The Phalanx would be badly graded and difficult to balance, if 
among its capitalists there were several having 100,000 francs, 
several 50,000 francs, without intermediate fortunes. In such a case 
it would be necessary to seek to procure intermediate fortunes of 
60,000, 70,000, 80,000, 90,000 francs. The Phalanx best grad- 
uated in every respect raises social harmony and profits to the 
highest degree. — (U. U., iii., 431.) 

. . . The edifice occupied by a Phalanx does not in any way 
resemble our constructions, whether of the city or country5 and 
none of our buildings could be used to establish a large Harmony 
of 1,600 persons, — ^not even a great palace like Versailles, nor a 
great monastery like the Escurial. If, for the purposes of experi- 
ment, only an inconsiderable Hiarmony of 200 or 300 members, or 
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a hongree of 400 members is organised, a monastery or a palace 
(Meudon) could be used for it. 

The lodgings, plantations, and stables of a Society conducted on 
the plan of Series of groups, must differ vastly from our villages 
and country towns, which are intended for families having no social 
connection, and which act in a perverse manner j in place of that 
class of little houses which rival each other in filth and ungainliness 
in our little towns, a Phalanx constructs an edifice for itself which 
is as regular as the ground permits: here is a sketch of distribution 
for a location favourable to development. 

The central part of the palace or Phalanstery ought to be ap- 
propriated to peaceful uses, and contain the dining-halls, halls for 
finance, libraries, study, etc. In this central portion are located the 
place of worship, the tour d^ordrey the telegraph, the post-office 
boxes, the chimes for ceremonials, the observatory, the winter 
court adorned with resinous plants, and situated in the rear of the 
parade-court. 

One of the wings ought to combine all the noisy workshops, 
such as the carpenter-shop, the forge, all hammer-work j it ought 
to contain also all the industrial gatherings of children, who are 
generally very noisy in industry and even in music. This com- 
bination will obviate a great annoyance of our civilised cities, 
where we find some man working with a hammer in every street, 
some dealer in iron or tyro on the clarionet, who shatter the 
tympanum of fifty families in the vicinity. 

The other wing ought to contain the caravansary with its ball- 
rooms and its halls appropriated to intercourse with outsiders, so 
that these may not encumber the central portion of the, palace and 
embarrass the domestic relations of the Phalanx, — (U. U., iii., 
447 , 455 -) 

The Phalanstery, or edifice of the experimental Phalanx, ought 
to be constructed of inexpensive material, — ^wood, brick, etc., be- 
cause, I repeat, it would be impossible in that first attempt to 
determine precisely the dimensions suitable either for each indi- 
vidual Seristery, the portion designed for the public relations of 
the series, or for the various workshops, storerooms, stables, etc. 

. . . Those who have seen the gallery of the Louvre, or 
de Parky may consider it as a model of the galleried street of Har- 
mony — ^which will likewise have a floor and be placed in the 
ond story — save the difference in the openings and in height. 
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The dove-tail method of progression (before spoken of) should 
be adopted j by means of which a man or woman residing in the 
centre, or ostentatious quarter, may be inferior in fortune to one 
who occupies a dwelling in the wings, since the best apartments 
in the wings, renting for six hundred and fifty francs, are more 
desirable than the poorest in the centre, renting for five hundred. 
This dove-tailing of values in progressive dwellings provides re- 
lief to the extreme series of the wings or winglets, and prevents 
the distinctions of the simple scale, which would in many instances 
be offensive to one’s self-esteem. Too much care cannot be taken 
to avoid this evil, which would constitute a germ of discord. — 
(U. U., iii., 463-469.) 

Each agricultural Phalanx forms seven classes in distributing 
its eatables j they are: 


1st. The heads, .... 

about 50 

individuals. ' 


and. The sick and patriarchs, . 


50 

3 ) 


3rd. The first class. 

5 ? 

100 

77 

0 

4th. The second class, . 

77 

300 

77 

0 

5th. The third class, . 

77 

900 

77 

M 

6th. The children from 2 to 4J^, 

77 

100 

77 


7th. The caravansary, unlimited number. 



K. A lot of animals consuming the coarse 

eatables and the 


refuse. — (U. U., iii., 48.) 


The consequence is that the dishes of the third class, consisting 
of the lowest stratum of people, will surpass in delicacy those which 
at present constitute the delight of our gastronomes. As to the 
variety of food which will be found upon the tables of the people, 
it cannot be estimated at less than thirty or forty dishes, renewed 
by thirds every day, along with a dozen different drinks, varied at 
each meal. [The father of a family on reading this sketch will say: 
“I take pleasure in dining with my wife and my children, and, 
come what may, I shall maintain this habit which pleases me.” 
That is a very poor judgment: it pleases him now, in default of 
anything better, but after he shall have seen the customs of Har- 
mony for two days, and been allured by the intrigues and cabals of 
the Series, he will wish to dine wdth his cabalistic committees, and 
will send his wife and children to the flock, while they on their 
side will ask for nothing better than to be freed from the 
family dinner.— (U. U., in., 447.)]— (Q. M., 246.) 

. . . One is dazzled by lingering a few moments over a picture 
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of the enormous benefits which would be derived from the union 
of 300 households, in a single edifice, where they would find apart- 
ments at various prices, covered ways from part to part, tables of 
different classes, varied kinds of occupation — ^in short, everything 
that tends to shorten and facilitate labour and to render it attrac- 
tive. 

Let us enter into the details. I shall examine first the advan- 
tages of the associative loft and cellar. 

The 300 lofts which are to-day used by 300 families of villagers 
( 1 500, 1 600 individuals) would be replaced by an extensive and 
salubrious storehouse divided into special compartments for each 
commodity, and even for every variety of the different species. 
One could there secure all the advantages of ventilation, dryness, 
heating, exposure, etc., things which a villager cannot think of 
doings for it frequently happens that his entire hamlet is poorly 
conditioned for the preservation of commodities. A Phalanx, on 
the contrary, selects a favourable locality, both as regards the 
whole and the details, such as the cellars, lofts, etc. 

The outlay for this extensive storehouse in building, walls, 
timber-work, roofing, doors, pulleys, fire-inspection, guarantees 
against insects, etc., would amount to scarcely a tenth of that in- 
volved in the villagers’ 300 lofts, which are limited to one floor, 
while three could be put under one roof. The associative store- 
house would use only ten doors and fastenings, while our villagers 
use 300 doors j and likewise of everything else. 

It is, above all, in the precautions against fire, epizootics, and 
damage, that the gain would be immense. Any measure for general 
security is impracticable among 300 civilised families, some of 
them too poor, others unskilled or malicious. Accordingly we see, 
every year, the imprudence of a single household cause the con- 
flagration of a whole village, the contagious infections of all the 
cattle of the neighbourhood. 

. . . Combined administration gives rise to a multitude of econ- 
omies as to doings which we consider productive j for example, 
three hundred families of an agricultural village send to the mar- 
kets, not once, but twenty times in the course of a year. The peasant 
delights in loitering about in the market-places and taverns j 
though he have nothing but a bushel of beans, he spends an entire 
day in the city. And for the three hundred families, this constitutes 
an average loss of 6,000 dajre of labour, not including the cost of 
transportation, which is twenty times greater than in Association, 
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which sells all its commodities in large quantities, since, in that 
order, purchases are made only for Phalanxes numbering about 
1,500 individuals. 

While economising in the complication of sales — the abuse of 
sending three hundred persons to the markets instead of one, 
conducting three hundred negotiations instead of one, — economy 
is at the same time effected in the complication of labour. If a 
canton sells 3,000 quintals of wheat to three other cantons, the 
work of grinding and baking will not extend to nine hundred 
householders, but only to three. Thus, after saving 99 per cent, in 
distributive labour in the sales, this saving will be repeated in the 
labour and management of the consumer. There will, therefore, 
be a double saving of 99 per cent.: and how many more of a similar 
kind will occur! 

Let us observe, in this connection, that associative economy is 
almost always of a composite order; like that which to the saving 
of expense to the vendor adds, by way of counter-stroke, the saving 
of expense to the consumer. 

Let us pass from grains to liquids. The three hundred village 
households have three hundred cellars and vat-chambers, attended 
to with equal lack of knowledge and of skill. The damage in the 
cellars is even greater than in the lofts, the handling of liquids 
being a much more delicate and risky matter than that of solids. 

A Phalanx, whether for its wines, its oils, or its dairy products, 
will have but a single repository. 

As for cashing, about thirty large casks would suffice, instead of 
the thousand small ones used by the three hundred civilised fami- 
lies. There would, therefore, be, besides the saving of nine-tenths 
upon the building, a saving of nineteen-twentieths upon cashing, 
a thing very costly and doubly ruinous to our cultivators: fre- 
quently, with a great outlay, they cannot maintain the vessels in 
their cellars in a salubrious condition, and expose the liquid to cor- 
ruption, by a thousand errors which the associative management 
would avoid. 

Wine-making is, of all the branches of agricultural industry, 
that in which the civilised are the most deficient. It is impossible 
for peasants, and even for good land-owners, to give wine the 
proper care. 

. . . None of those mishaps which paralyse civilised agricul- 
ture will be found to occur among the I^rmonians. Moreover, the 
reaping is done in a giadiiated way; and when the mingling of 
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what is green, ripe, and over-ripe is avoided, much less chance is 
given to the germs of corruption j a Phalanx avoids them in every 
instance, by appropriating special and enthusiastic groups to each 
kind of labour} by that means they escape the enormous waste of 
which our statisticians forget to take account. 

There is nothing in which economy is recognised as more ur- 
gently needed than in fuel } this economy assumes vast proportions 
in the associative state} a Phalanx has only five kitchens in place of 
three hundred} namely; 

The administrative, or extra} 

The first, second, and third classes. 

The provision for animals. 

The whole can be supplied by three great fires, which, compared 
to the 300 fires of a village, brings the economy in fuel to nine- 
tenths. 

It will be no less enormous in shop fires: it will be seen in the 
treatise upon the passionate Series, that their groups, whether in 
their relations in domestic or in manufacturing industry, their rela- 
tions in pleasure, balls, etc., always operate in large companies and 
in connecting halls or Seristeries, furnished with steam-stoves 
which it is necessary to heat only three hours for the twenty-four. 
Individual fires are very rare, except in the coldest part of winter, 
each one as a rule seldom returning to his quarters before the 
hour of retiring, when he contents himself with a little brasier 
while undressing. 

Moreover, the cold is not felt in the interior of the Phalanstery} 
every portion of the main buildings is provided with covered gal- 
leries, by means of which one can communicate with all parts, 
sheltered from the inclemencies of the weather. People can go to 
the workshops, the dining-halls, to balls and assemblies without 
needing furs or boots, without exposing themselves to colds or 
inflammations. The closed communication extends even from the 
Phalanstery to the stables, by underground gravelled passages or 
by galleries supported upon columns at the level of the second 
floor. 

I have just passed in review some of the associative savings: a 
successive examination of these shows them to amount always to 
three-fourths or nine-tenths, and frequently to ninety-nine him- 
dredths. 

. . . Let us define some kind of labour to be dispensed with, or 
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negative gain of Association: there is one that assumes vast propor- 
tions, and that is, the precautions against theft. 

The danger of theft obliges three hundred families of a village, 
or at least the hundred in easiest circumstances, to make an un- 
productive outlay in enclosure — walls, barricades, fastenings, land- 
marks, dogs, ditches, day and night watchmen, and other means of 
defence against thieves. These useless and expensive devices will 
be done away with in Association, which possesses the property of 
preventing larceny, and dispensing with all precautions against 
danger. We shall see this farther on. 

Under associative conditions, it would be impossible for the thief 
to reap any profit from the thing stolen, excepting in the case of 
moneyj — ^but a people who live in ease and are imbued with senti- 
ments of honour do not even conceive any projects for stealing. It 
will be shown that children, so essentially robbers of fruit, would 
not, in the associative state, take an apple ofiF a tree. 

THE CONSERVATIVE WORKSHOP AS ULTIMATE IDEAL 

The Labour Association: Its Principles, Objects, and 
Methods^ 

This Association, which has taken as its sub-title “The Promo- 
tion of Cooperative Production based on the Co-partnership of the 
Worker,” is the result of a meeting at Derby, held during the 
1884 Congress, numerously attended by the delegates present, 
both from distributive and productive societies. It seeks to build up 
a body of active adherents, held together by a definite set of prac- 
tical conceptions, and working for an end — ^the noblest of all ends 
to those who have faith in the development of humanity — ^namely, 
to substitute in the busy world of industry, united concert for an- 
tagonistic conflict} and thus to make the ever-growing command 
over the powers of nature attained by man as conducive as they 
may be made to the well-being of the toiling masses} instead of 
leaving the wealth thus produced, as it is now left, to be divided 
by a scramble, where, in the words though not in the spirit of the 
gospel, to those who have much more is continually given, while 

® Quoted, tdth pennissioa, from The Labour Co-Partnersfaf Association, by 

E* VtMittait Neak,. piil^lisiied by tbe AasociatiDii, Londoiij 3rd edition, 1913, pag^es 
6^15. 
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from those who have little what they have is in constant danger of 
being taken away. For aid in promoting this system the Association 
appeals — 

1. To the body generally knov/n as cooperators; 

2. To the great bodies of workers associated in trade unions; 

3. To the general public. 

I propose to explain here shortly on what ground it makes these 
appeals. 

I. The attitude taken by the mass of nominal cooperators at the 
present time towards productive work is utterly unlike that orig- 
inally taken by the justly celebrated Pioneers of Rochdale from 
whom the movement began. In the programme put forth by them 
at the commencement of their work, they held out as its ultimate 
and real object the formation of home colonies, where the workers, 
sustained by the fruits of their own labour, might be able, by 
wisely organised institutions, to secure to themselves and their 
belongings every advantage — educational, intellectual, moral, and 
social — ^which this work, aided by all the labour-saving marvels of 
modern industry, could attain. The trade that they set on foot for 
the supply of their immediate needs was to them only a means of 
gradually accumulating the funds required for this ultimate ob- 
ject, through the savings on their own consumption made possible 
by buying wholesale, selling to themselves at ordinary retail prices, 
and after paying all expenses, saving up the difFerence. 

The remarkable results that, in a period less than half a century, 
have grown out of the seed thus sown, are a testimony to the 
foresight of these poor weavers in regard to the resources that the 
working population might place at their own disposal by this simple 
process of selling to themselves. We are satisfied that they were 
not less wise in regard to their ultimate object. The experience of 
all nations which have risen above the primitive state of savage- 
dom, shows that the primary condition of this rise is the accumu- 
lation of the results of past to increase the efiFectiveness of present 
labour. Actual life owes its richness everywhere to the deposits left 
by past life — ^to what, in the language of modern political econ- 
omy, is called Capital. 

The deep source of our social evils I consider to be that the 
process of accumulation — ^the utilising the results of past labour — 
instead of being systematically carried on by reasonable concert for 
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the common good of the whole body of workers, has been left to 
be efFected by the natural instincts of that struggle, where — 

“They may get who have the power ^ 

And they may keep who canP 

How are we to pass out of this state? The experience already 
gained has pointed out the way. The mass of mankind will not 
accumulate capital for themselves, but they will allow it to be 
accumulated for them — and applied so as to assure collectively the 
benefits which they are too feeble to secure to themselves sepa- 
rately — ^by means of institutions, where the demands of their indi- 
vidual personalities are satisfied by the control given them over 
these accumulations. 

THE FAMILISTERE COOPERATIVE IRON FOUNDRY, GUISE, FRANCE 

This is no dream: a system that actually effects this end is in 
successful operation in the great cooperative iron foundry, the 
Familistere, founded by M. Godin, at Guise, in France. There, 
capital and labour participate in the divisible proceeds of their 
joint work in proportion to the wages of each, which, in the case of 
capital, are estimated at 5 per cent, subject to the general condi- 
tion, that the proportion allotted to work shall be converted into 
shares credited to the respective owners. 

... I pass to the third class, to whom I hope that this exposi- 
tion of the principles and aims of the Labour Association may be 
of interest — to the general public, so far as it interests itself about 
social questions at all. 

The relations which ought to subsist between employers and 
employed — ^between the two factors, each indispensable at the 
present day to the effectual action of the other — ^the past accumu- 
lated labour called Capital, and the present Labour whereby this 
past labour has to be vivified, and the relations that do actually 
exist between them, have aroused of late so much attention; and 
the belief that the most promising solution of the problems con- 
nected with these relations is to be found in the admission of labour 
in some form to partnership with capital is so generally avowed — 
that I feel hopeful of obtaining the serious attention and support 
of those to whom these questions are of real interest, and more 
especially the employers of labour — ^to an association especially 
formed for the serious discussion of the difficulties affecting such 
arrangements and the best way of dealing with them. No class of 
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persons could give more valuable aid to the establishment of satis- 
factory relations between labour and capital than those who com- 
bine the possession of large resources with the knowledge and 
ability to deal with them advantageously, if with this capacity and 
these resources they unite the will to become true captains of in- 
dustry, leaders in the path of social progress. The most striking 
examples of what may be done for the elevation of the working 
population are furnished by men of this description — such men as 
the late M. Leclaire was at Paris, and as M. Godin, of whom we 
have spoken above, is at Guise, I trust that we may gather many 
of them under our standard. I must add, however, a word of cau- 
tion here. If a real solution of the questions afFecting labour and 
capital is to come from the side of the capitalist, it must be from 
men who approach it in the spirit of Leclaire and Godin — men who 
do not ask, ^‘How can I manage so to enlist the interest of the 
worker in what he does for me, that what he receives will not in 
any way diminish my gains from his work?” — but seriously in- 
quire — (i) How can the joint proceeds of capital and labour be 
justly divided between these two factors? (2) What institutions 
will make the earnings of the worker most full of benefit to him? 
and (3) How can these institutions be best introduced and kept 
efficient? I hope that the Labour Association may help to call forth 
such inquiries, and conduce to their satisfactory answer. 

Having thus explained the principles and main object of the 
Labour Association, it remains to state its mode of operation, which 
is as follows: — 

1 . To form public opinion on the subject of Associated Labour 
by the following means, viz. : — 

1. The publication and supply of literature j 

2. The delivery of lectures, addresses, etc.} 

3. The holding of conferences of all classes of persons inter- 
ested in the elevation of the worker. 

To assist working men to organise themselves for mutual 
self-employment. 

To enlist the active interest of the trade societies in the co- 
operative movement. 

To secure a united action of trade unionists and cooperators 
for mutual benefit and progress. 

To give information generally on the position of cooperative 
workshops and the conditions of the workers. 
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IL For the purposes above stated — 

1. To organise lodges or branches, working either in them- 
selves or with neighbouring bodies or friends, on the fol- 
lowing plan: — 

2. A lodge shall meet at least once a month. 

3. Lodge meetings, if desired, may be made social as well as 
business meetings. 

4. Each lodge shall be self-governing. Its business should 
be — 

(<?) To collect propagandist funds for the purpose of 
meetings, lectures, etc., of which four-fifths shall 
be retained for the work of the lodge and one-fifth 
remitted to the central committee. 

{b) To take preliminary steps for the promotion of 
any cooperative workshop which may appear likely 
to succeed, and to receive any contributions of cap- 
ital promised for that purpose. 

5- Each lodge shall elect a secretary, treasurer, auditor, and 
committee, and shall appoint from time to time a delegate 
to attend a district committee, as soon as one can be estab- 
lished. The secretary, treasurer, and delegate, for the time 
being, may be members of the committee. 

6. The lodge funds may be invested on deposit with the Pro- 
ductive Federation, or otherwise as the lodge may direct, 
with the approval of the central body. 

7. Each lodge shall report, at least quarterly, to the Execu- 
tive, giving list of members elected, and statement of 
accounts, on the forms furnished by the Central Oifice. 

8. The Central Executive shall be elected annually, by the 
votes of the lodges in proportion to the number of their 
members. 

9. The Executive shall meet weekly in London, or at such 
other place as may be fixed by the annual meetings. The 
first annual meeting shall be held at Oldham, at the time 
of the Cooperative Congress, 1885. Subsequent meetings 
shall be held at such time and place as the annual meetings 
fix from time to time. 

10. The business of the Executive shall be — 

{a) The publication and supply of the literature of the 
movement. 

(^) Arrangements for the annual meetings. 
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(c) The organisation of local conferences. 

{d) Opening relations with existing organisations of 
labour and societies friendly to the elevation of 
labour. 

(i?) Assisting to provide speakers at meetings. 

(/) Assisting local bodies to organise themselves and 
their work for the purposes of the association. 

(g') Correspondence with foreign productive societies 
and associations. 

II. The accounts of the central body shall be audited by audi- 
tors appointed by the axmual meetings. 

It will be seen that the Labour Association is essentially a propa- 
gandist body, which seeks to form opinion, and thus to stimulate 
action, and, if it succeeds in calling forth productive societies, may 
serve as a valuable centre of union among them j but does not itself 
propose to engage in any productive enterprise, and therefore will 
not in any way pledge the responsibility of any persons who may 
join it, by any sort of commercial undertaking. 

CURRENT POSSIBILITIES AND LIMITATIONS FOR 
COOPERATIVE PRODUCTION SOCIETIES 

Cooperative Production® 

The development of the Cooperative Movement is very rem- 
iniscent of the discovery of America — Columbus set out to look 
for India, and discovered America. We know that thinkers in the 
first half and the middle of last century, who envisaged a coopera- 
tive economic system and a new Social Order founded upon it, 
imagined that this result would be achieved mainly through 
Workers’ Productive Societies and a system of profit-sharing to be 
adapted to private production. The cooperative theory of that 
time — so far as ideal conceptions may be called a theory — ^was thus 
on the way to India. At the end of last century, however, the con- 
tours of an entirely new continent came into sight from the mast- 
head, and soon the ships cast anchor on the coast of the Cooperative 
Movement which had been evolved in practice — a Cooperative 
Movement whose chief spheres of activity are Consumers’ and 
Agricultural Cooperation. 

* Quoted, with permission, from Remew of Iftiefnathmil €ooftr 0 $mf hf K. N. 
Rauhaia, Official Organ of the International Cooperative Alliance, I^ondon, April, 
1937, pages 127-132. 
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In its early days the Movement was able to achieve considerable 
economic benefits for its members through consumers’ cooperative 
retail distribution. Still greater benefits were achieved when whole- 
sale purchasing was organised cooperatively. Conditions have, 
however, changed considerably, in some countries at least. The dis- 
tributive price margin, i.e.y the difEerence between the purchasing 
and the selling price, has shrunk so much in some countries that it 
is now fairly reasonable. That is the case in Finland, at least. 
Neither are there such abuses with regard to quality as there 
formerly were. In this direction the objects of the Cooperative 
Movement have, to a large extent, been achieved, and it has itself 
played a substantial part in bringing about this result. Further- 
more, it exercises a powerful potential control, which prevents any 
reaction. Since such a point has been reached on the distributive 
front, what must be the future of the Cooperative Movement? 
The answer to-day is that the productive front must now be the 
scene of its main pioneering work. 

The new situation imposes fresh demands on the Cooperative 
Movement, above all, on cooperative research and education. The 
customer cannot recognise as easily as he once could the benefits of 
the Cooperative Movement. While he is occupied with his daily 
work it is difficult for him to understand that behind the scenes, 
that is, mainly among the private traders, lots are being drawn for 
his coat. The task of educational work is to enlighten the public as 
to the functioning of the price mechanism to-day, and the methods 
adopted by the Cooperative Movement to influence this price 
mechanism. 

How can the Cooperative Movement be of service to the mem- 
bers under the new conditions? That is the central question for the 
Cooperative Movement. 

The following answers, pointing to two main courses, have been 
given to this question: 

1. The Cooperative Movement should play a greater part than 
hitherto in the national economic system, it should obtain con- 
trol of important productive undertakings. 

2. The Cooperative Movement should extend its own produc- 
tive activities in those branches in which it has an opportunity to 
combat the excessive profit-making of the trusts and cartels. 

Coming now to the question of the future development of co- 
operative production and the principles which must be observed, 
we may ask, first of all: What experience has been gained of co- 
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operative production which will be found useful in the different 
countries in the future? The first rule, which has been confirmed 
by experience, is that cooperative production must be mainly large- 
scale production, making the fullest possible use of technical prog- 
ress. The bakeries owned by small Consumers’ Societies are im- 
peded, in some countries at least, by the fact that they come under 
labour regulations which either do not apply to small family bak- 
eries or are infringed by these bakeries. The result is that the Co- 
operative Bakeries do not stand on an equal competitive footing, 
and are, consequently, not able to gain the lead which they might 
otherwise be able to obtain. The same thing applies to various other 
branches of production. In some countries plans have, therefore, 
been prepared, on the basis of investigation, to direct the haphazard 
local production into centrally-organised channels. 

The second rule which has been confirmed by experience is that 
cooperative production calls for constant and intensive research 
both in the technical sphere and in the sphere of organisation. If 
we study private industry we find that, if the effects of tariffs and 
other fortuitous circumstances are left out of account, the industries 
which are most successful economically are those which are con- 
stantly carrying out technical improvements. A factory which clings 
to the old-fashioned methods soon loses ground. Cooperative en- 
terprises should take this fact to heart. They should not be content 
to borrow the latest ideas of private industry, but should be capa- 
ble of discovering something new. In this respect the decision that 
the greater part of the surplus of the Swedish cooperative rayon 
factory shall be used for research work is one which points the way 
which others should follow. 

The most important question of organisation is that of the rela- 
tion of wages to the intensity of work done. The workers have 
made it their aim, for decades past, to secure fixed minimum 
wages, and the idea that remuneration should correspond to the 
needs of the workers has always formed a part of socialist theory. 
Any system of wages with the object of stimulating the workers to 
greater efforts, by contract or piece rates, has usually been opposed 
by the workers. 

The development of wage policy in Soviet Russia, however, has 
shown that the method of remuneration is not a simple question. 
According to Bolshevist theory, wages should, as a whole, be uni- 
form throughout the State. It was soon realised, however, that this 
was impossible. It is a well-known fact that the U.S.S.R. is now 
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Striving to adjust wages accurately to the intensity of work done, 
and the nature of the work, so that the scale of wages is almost as 
varied as in other countries (See for example the International 
Labour Review^ 1936, Vol. XXXIII, No. i, pp. 17-18). Contract 
and piece rates are in general use. There are also many other 
methods in use to stimulate the workers to greater efForts. 

Any method of remuneration which does not take into account in- 
dividual capabilities, individual sense of responsibility, and individ- 
ual enthusiasm, is, in my opinion, defective. The minimum wages 
agreed upon with the trade unions should not act as a strait-jacket, 
to prevent any allowance being made for amount of work done, 
and the workers’ sense of responsibility. If the Cooperative Move- 
ment practises the system of minimum wages, although this is not 
generally observed in competing enterprises, and if minimum 
wages are fixed at such a level as makes it impossible to go above 
the minimum without loss of competitiveness, it has lost a very 
important opportunity of making cooperative production more 
effective. 

The main function of consumers’ cooperative production is to 
serve the members. The Consumers’ Societies ought to be reason- 
ably good employers, but if they sacrifice the interests of their 
millions of members to those of a few thousands or tens of thou- 
sands of workers, in order to make the latter a privileged group, 
enjoying a larger income than the majority of the members, it is 
like trying to sail westwards on a westerly wind. Consumers’ co- 
operative production can only hope to extend its scope under the 
present economic system if it can remain clearly and undeniably 
competitive. If competitive power is sacrificed for the sake of the 
employees of the Movement, it is death to all hopes of expansion. 
It seems as if the employees’ associations of the Consumers’ Or- 
ganisations will never realise this fact, obvious as it is. To give an 
example: The “Elanto” Consumers’ Society recently started a pen- 
sion scheme for its employees. This was based on the system that 
the Society should pay one half, and the employees themselves the 
other half, of the insurance premiums. The contribution of the 
Society is Fmk. 21 million capital to start with, and Fmk. 1.5 
million every year. You will see what this means when I say that 
nearly all the firms in competition with ‘^Elanto” do not spend a 
peimy on pensions as they have no pension schemes. But, neverthe- 
less, the employees were not satisfied with the Society’s arrange- 
ment, and demanded that “Elanto” should be responsible for the 
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whole of the premiums, which would have meant an additional 
annual expenditure of Fmk. million. “Elanto” has 50,000 
members, to whom about Fmk. 5 million is distributed in ivi- 
dends each year. The employees of the Society number 2,500, and, 
in addition to fair wages, they already receive advantages which 
are worth from Fmk. 2 million to Fmk. 3 million a year. Now they 
demand Fmk. 1.5 million a year from the surplus, which would 
mean that the 2,500 employees would receive nearly as much, if 
not more, in special benefits, from the Consumers’ Society each year 
as the 50,000 members. If “Elanto” had acceded to the demands 
of the employees it would have become the enterprise of its own 
employees, i.e.y a Workers’ Productive Society, which would have 
diminished the interest of the members in the undertaking. 

To put it briefly, the productive activity of the Consumers’ 
Movement, like all its other activities, must remain absolutely 
competitive. This is the first essential, and I am afraid that here 
and there, as a result of the pressure of trade unions, which is ex- 
erted particularly upon Cooperative Societies, enterprises have 
broken this rule, and are approaching the crucial point at which a 
consumers’ cooperative undertaking becomes mainly an undertak- 
ing of the workers, and loses its power of attracting a wide circle of 
customers. 

The three points which I have enumerated — large, first-class 
factories, effective technique and organisation, and a wage policy 
which preserves competitive power — are the fundamental condi- 
tions for the development of consumers’ cooperative production. 

But what steps must we take to expand production? Since pri- 
vate enterprises sell their products through the Consumers’ Socie- 
ties, why could not the Consumers’ Societies, it is asked, sell their 
products through private enterprises? 

The idea is not a new one. Apart from the fact that the Agricul- 
tural Societies commonly sell their produce through private enter- 
prises, Consumers’ Societies, in their initial stages, have also used 
this method. Thus, for example, the “Elanto” Society at first sold 
some of the output of its bakery to private traders, before it had 
sufficient shops of its own. But strict cooperative theory has always 
regarded such practises as temporary, to be given up as soon as 
possible. The view was held that it is one of the fundamental prin- 
ciples of the Consumers’ Movement to sell only to those who are 
organised in the ranks of the Movement. And no doubt this is the 
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strongest reason of all for the activities of the Movement. Any 
abandonment of it must give rise to serious misgivings. 

If the consumers’ cooperative productive enterprises begin to 
sell goods on a large scale on the open market, the same problems 
will creep in as have to be faced by private enterprise — ^uncertainty 
of sales, the spirit of speculation, &c. These weaknesses would be 
further accentuated by the fact that there is frequently antagonism 
between the Cooperative Movement and the private business 
world 5 what would happen if this relation should lead the private 
traders to refuse to buy cooperatively produced goods, or to de- 
mand unfair conditions.? In any case, it is clear that by selling in 
this way cooperative enterprises would be carrying on capitalistic 
activity. Such action might cause a decline in the trading section of 
the organisation, causing losses which would neutralise the gains of 
the productive section. Anything that has been said in its support 
up to the present, at any rate, has not been sufficient to convince the 
supporters of the old theory of the justice of the new proposal. 

It has also been suggested that the Cooperative Movement 
should extend its productive framework in such a way that, par- 
ticularly when its purchasing power is not sufficient for the main- 
tenance of a separate productive enterprise, it should become 
affiliated to private enterprise and participate in its productive 
undertakings. This method has also been applied in some cases. 
The most frequently mentioned is the Bell Slaughter House in 
Switzerland. This is a big limited company, in which the V.S.K. 
owns the majority of the share capital. 

There is no doubt that this method has some good points, and 
its particular advantage is that the Consumers’ Movement can 
exercise its influence in the defence of the consumers even in spheres 
in which it cannot establish its own productive enterprise. But it 
also has its defects, especially if it were applied on a large scale. It 
would, for example, involve the Consumers’ Movement too deeply 
in speculation. Joint undertakings would involve the Cooperative 
Movement in the policy of private enterprise, its tariff policy and 
so on. In short, this method, also, has serious objections. 

There are two questions bound up with the development of con- 
sumers’ cooperative production to which I can only allude m pass- 
ing. These are: the unity of cooperators in each individual country, 
and international cooperative enterprise. The first question has been 
the subject of special consideration in Finland, since the Move- 
ment there is divided into two almost equally powerful camps. 
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This split may have been of some benefit. It cannot be denied, 
however, that it is a serious obstacle to the development of produc- 
tion. By far the best conditions for consumers’ cooperative produc- 
tion exist in those countries where the Cooperative Movement, 
regardless of political differences, remains neutral, and where all 
cooperative consumers and other cooperators can work according to 
a jointly agreed plan. 

Our conclusions, therefore, may be summarised as follows: — 

1. Cooperative theorists have held differing views with regard 
to the future of cooperative economy, and, therefore, of consumers’ 
cooperative production. Several leading theorists have held the 
view that there will be room for other economic forms side by side 
with cooperative economy. Cooperative theorists have not advo- 
cated a hundred-per-cent cooperative economic system. 

2. Consumers’ cooperative production at present plays only a 
small part in economic life, though its importance may be much 
greater than its percentage share in the total turnover. It is abso- 
lutely necessary to develop this production. 

3. The most important conditions for the development of con- 
sumers’ cooperative production are internal. The chief are that 
production should be properly organised, that it should be at the 
highest pitch of technical development, and that costs should be at 
such a level as to permit enterprises to be fully competitive. 

4. Sales through the medium of private undertakings, and pro- 
ductive enterprises owned jointly with private trade, are only ad- 
visable to a limited extent. There are serious objections to the 
extensive application of these methods. 

5. Cooperative Organisations which are unified as far as possible 
from the point of view of the sale of cooperative productions are 
one of the first essentials for the development of production. 

6. Any organisation of marketing between the Cooperative So- 
cieties of the different countries promotes production, and the 
establishment of an International Wholesale Society might mean 
great progress in the productive sphere. 
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CHAPTER VIII 


MARKETING COOPERATIVES IN FOREIGN COUNTRIES 


Agricultural Cooperative Societies (European)^ 

TYPES OF AGRICULTURAL COOPERATIVE SOCIETIES 

There are various types of agricultural cooperative societies. One 
of the most numerous is the supply society. Its function is to pro- 
vide farm requisites of all kinds at a low price, including feeding 
stuffs, seeds, fertilizer, fuel, twine, implements, and sundries. In 
some cases the society imports a part of its stock of supplies. By 
means of collective buying the farmers become independent of local 
dealers and are in a better position to protect themselves against 
monopolistic combines in adition to having the advantage of large 
quantity purchases. 

A second type is the cooperative sale society for marketing farm 
produce. Butter and egg selling societies are probably the most 
numerous of this class. Other products of the farm handled in this 
way are milk, bacon, potatoes, hay, straw, wool, fruit, garden pro- 
duce, livestock, etc. 

Farmers’ cooperative sale societies frequently operate ware- 
houses and elevators. In Germany, Czechoslovakia, and Sweden 
moderate sized establishments of this kind have greatly facilitated 
the process of distributing and marketing farm products. In Eng- 
land farmers’ cooperative auction sales have been established with 
considerable success. In Denmark, Holland, Sweden, Finland, and 
Esthonia farm products are exported in large quantities on a co- 
operative basis. 

A third type of cooperative agricultural society is the productive 
society. It includes cooperative dairies and creameries, which are 
very numerous in all the leading agricultural districts of Europe, 

’■Quoted, -with pennunon, from “Cooperation in Foreign Countries,” by Huston 
Thompson, Chairman Federal Trade Commission (accompanied by Wm. F. Notz), 
Senate Document lyi, Washington, 19*5, pages 27-49. 
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as well as cooperative distilleries, vintries, flour and grist mills, 
sugar-beet crushing plants, etc. 

A fourth type comprises societies for the joint utilization of farm 
machinery, such as tractors, threshing machines, etc. 

In several countries the cooperative agricultural societies are 
closely connected and structurally similar to cooperative credit so- 
cieties. One and the same society frequently does a savings and 
loan business in addition to pooling the purchases of members’ re- 
quirements or storing and selling their produce. Its activities may 
be still more complex and embrace cattle breeding, milk testing, 
supervision of farm cost accounting, insurance, distribution of elec- 
tric power, etc. 

Numerous cooperative societies of this mixed type are found in 
Russia, Latvia, Czechoslovakia, Italy, and Ireland, whereas in 
England and Denmark it is customary to form separate societies 
for each individual function. 

Wherever agricultural cooperation has developed successfully, 
local supply societies have federated into central leagues. This has 
led to a further step, namely, the cooperative production of certain 
commodities required by the farmer. In Denmark this stage has 
already been reached for the central society which supplies the co- 
operative dairies and owns a machinery factory, while other 
cooperative federations grow their own farm and garden seeds, and 
still others operate cement mills. 

Government Grants and Loans 

In most European countries the present trend of agriculture is 
toward small-scale farming. This movement is being accelerated 
by recent land reform legislation as a result of which large estates 
are divided up into small ones and parceled out to thousands of 
new farmers. To the latter the cooperative societies for supply, pro- 
duction, and sale are an opportune means of obtaining the advan- 
tage of large-scale organization. For this reason the governments 
of various countries have liberally aided the agricidtural coopera- 
tives by direct money grants and loans and indirectly through vari- 
ous agencies connected with their ministries of agriculture. 

This offers a practical solution of the problem of unemploy- 
ment and its accompanying restlessness in large industrial centers. 
Small-scale farming gives an opportunity to develop a diversity of 
occupation and counteracts the flow of population toward the cities. 
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DENMARK 

Agricultural cooperation has given Denmark world-wide re- 
nown. With a rural population of but one and a half millions and 
a cultivated acreage of about three and a half million hectares 
( 8,645,000 acres) Denmark supplies one-third of the total amount 
of export butter on the world market, and, in addition, furnishes 
Great Britain with from 20 to 50 per cent of her total imports of 
bacon and eggs. 

Moreover, Denmark exports a large surplus of field and garden 
seeds, potatoes, and other farm products. 

Small farms predominate in Denmark. Over 50 per cent are not 
larger than 30 acres. The small farmer, in order to maintain him- 
self independent, has found it necessary to cooperate with his neigh- 
bors, and in this way has been able to build up a great national 
agricultural industry. The difiFerent cooperative societies have 
united nearly 200,000 farms into one great industrial enterprise 
which within the past 40 years has made Denmark one of the lead- 
ing agricultural export countries of the world. Eighty per cent of 
Denmark’s export trade consists of farm products. 

Denmark a Network of Cooferation 

The entire Danish cooperative system rests on small local socie- 
ties of which there are many thousands. As a rule, each society 
serves one purpose only and most Danish farmers are members of 
several societies, some belong to as many as 10 or more. Although 
the local societies are united in district, county, and national or- 
ganizations, they are very jealous of their individual rights. The 
large central associations, therefore, function chiefly in an advisory 
capacity for statistical purposes and as representatives of their 
members in matters relating to the State or to outsiders. 

The shareholders or members of the local societies unite in rais- 
ing the necessary funds for building and operating creameries, 
packing plants, etc., through loans from banks and credit societies. 
Individual members are jointly and severally liable for the loans. 
“One man, one vote” rather than “one cow, one vote” is a funda- 
mental principle of most Danish agricultural cooperatives. 

Danish farmers purchase together and sell together. The co- 
operative sodeties which receive, prepare, and market farm prod- 
ucts spedalize along different lines, such as butter making, pork 
packing, and egg shipping. As the domestic market is very small 
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compared with the export market, the producers’ cooperatives 
operate chiefly for export trade. 

Cooperative Dairies and Creameries 

Danish butter has become a world market commodity. Out of a 
total of 1,654 dairy societies, 1,433 are operated on cooperative 
lines and their membership includes more than 1 80,000 farmers. 
They consume about 90 per cent of the entire production of whole 
milk. 

The Danish local cooperative creameries work together through 
provincial associations, which are again combined in the United 
Danish Cooperative Dairies. The main office of the latter associa- 
tion is located at Aarhus. 

. . . There are now 1 1 cooperative export butter associations in 
operation. They are federated in the Associated Danish Coopera- 
tive Butter Export Societies. With the assistance of the Govern- 
ment, they have succeeded in raising Danish butter to a standard 
where it can command the highest market prices. 

Bacon Cooperatives 

Next to butter, bacon is the leading farm product marketed by 
cooperative means. Denmark furnishes most of the bacon con- 
sumed in England. More than 86 per cent of the entire Danish 
production of bacon and other pork products is marketed through 
cooperative associations, of which there are 46 with 156,000 mem- 
bers over against 1 6 small private concerns. The leading coopera- 
tive bacon export association, the Danish Bacon Co. which com- 
prises about one-third of the cooperative packing plants, has a 
central office and various branches in London, through which it 

distributes its products in the English market. . . . 

Farmer^ Cooperative Seed Association 

One of the most recent developments of Danish agricultural co- 
operation is conducted by the Farmers’ Cooperative Seed Associa- 
tion which controls one-fourth of the seed acreage of Denmark. 
Pedigree seeds are grown under special control of the seed or- 
ganization and are furnished to the members, who grow seeds for 
commercial purposes. There are 31 local societies with 2,557 Kiem- 
bera. The crops are supervised by specialists. The seeds are later 
delivered to cooperative warehouses, where they are cleaned, 
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tested, and marketed. A considerable export trade in grass and root 
seeds has been built up. 

Farmers^ Joint Purchasing Associations 

Farmers’ joint purchasing associations have also been a great 
benefit to Danish agriculture. Through these societies large stocks 
of oil cakes, corn, and artificial fertilizer are imported annually. 
They are used as fodder for the livestock and for intensive cultiva- 
tion of the soil, and subsequently in the finished form of bacon, 
butter, and eggs aid in maintaining Denmark’s profitable export 
trade. There are 1,280 cooperative societies for purchasing feed- 
stuffs, aggregating 70,745 members, and 2 fertilizer supply socie- 
ties with 73,000 members. Approximately 40 per cent of the agri- 
cultural feedstuffs and 50 per cent of the fertilizer shipped into 
Denmark are handled in this way. . . . 

FINIAND 

Finland is one of the best modern examples of what coopera- 
tion can do toward building up a prosperous agricultural country. 
The Finnish cooperative movement was inaugurated fairly re- 
cently. Serious difficulties had to be overcome before its permanent 
success was established. A sparse population, poor means of com- 
munication, a low level of popular education in the early days, and 
lack of sympathy on the part of the ruling classes made the work 
of the pioneer. Dr. Hannes Gebhard, the ‘‘father of Finnish co- 
operation,” an uphill task. But with the founding in 1899 of the 
Pellervo Society, a central propaganda organization for promot- 
ing cooperative methods, the movement prospered to such an 
extent that to-day Finland ranks as one of the foremost among the 
countries where the cooperative system of production and distribu- 
tion has become a national asset and a potent force for sodal 
reform. 

Finland is essentially an agricultural country, and most of the 
cooperative societies are rural 5 their members are largely persons 
of moderate drcumstances. Out of a population of about three and 
one-half million more than 400,000 families belong to cooperative 
organizations. 

There are several large central federations of cooperative sode- 
ties in Finland. Of these, three are essentially farmers’ organiza- 
tions, viz., the Hankkija Agricultural Cooperative Wholesale 
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Society, the Finnish Farmers’ Cooperative Wholesale Society, 
‘‘Labor,” and the “Valio” Butter Export Cooperative Society. . . . 

“Fa/#o” Butter Exfort Cooperative Society 

The Valio Butter Export Cooperative Society was founded in 
1905. Its success has been so great that to-day it is the leading 
butter export concern in Finland, handling about 80 per cent of the 
total shipments of butter leaving Finland. It operates large modern 
plants in Helsingfors, Viborg, and Abo. The membership of the 
Valio includes 300 cooperative societies, numbering in all about 
50,000 farmers. The Valio does not engage exclusively in the 
export of butter. It sells butter in the domestic market, and it also 
sells milk to the consumers’ cooperative societies and to private 
milk dealers and has developed a large trade in cheese. On account 
of the excellent hay fed to the cows, Finnish butter has superior 
keeping qualities, and through the introduction of Swiss methods 
of cheese making, a high-grade cheese is now being manufactured 
for which the Valio finds a ready market abroad. The society has 
an agency in Hull, England. 

In addition to its marketing activities, the society provides tech- 
nical instruction to its members in cheese making and in the build- 
ing and operation of dairies and creameries, and through its labora- 
tory, statistical service, lecture courses, and the distribution of 
literature promotes the dairy industry throughout Finland. 

Valio is managed by a general committee of 10 persons, who are 
selected by the representatives of the member societies, and by a 
managing conamittee of three, who are appointed by the general 
committee. 

Each member society has one vote and is required to take out 
shares according to its production, eight shares being the maximum. 

CZECHOSLOVAKIA 

In but a few countries have cooperative ideas become so firmly 
rooted as in Czechoslovakia, It is estimated that about 8,000,000 
people, or fully half of the population, are directly interested in 
cooperative organizations, which number approximately 13,000. 

The value of all property owned by cooperative societies 
amounts to one and a half billion crowns and the value of all prop- 
erty administered by them totals 10,000,000,000 crowns. 

The movement has galn«i its strongest foothold among the 
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rural population. Three out of every five farmers belong to a co- 
operative society. In certain sections the farmers not only procure 
almost all of their supplies from their local cooperative societies 
but also market all their products exclusively through the same 
agencies. 

The agricultural cooperative societies of Czechoslovakia are for 
the most part federated along nationalistic lines, there being three 
national leagues each in Bohemia and Moravia and one in Slovakia. 
Some of these groups are closely identified with socialistic and 
religious political parties, while others consist of German or Polish 
speaking constituents. . . . 

The ‘^Centrokooferative’^ 

Through the initiative of the Central Union it was possible in 
1921 to unite aU agricultural cooperative organizations in Czecho- 
slovakia in the “Centrokooperative” at Prague. This central 
federation includes 8 cooperative unions with 5,803 agricultural co- 
operative societies. Organization and administration are its princi- 
pal functions. It also serves as a central auditing office and through 
a uniform system of accounting has done much to establish the 
cooperative movement throughout Czechoslovakia upon a sound 
business basis. . . . 


GREAT BRITAIN 

Agricultural cooperation in the United Kingdom has not de- 
veloped on as extensive a scale and with the same success as the 
consumer’s movement. It has progressed farthest in Ireland, where 
it had its origin, but less in Scotland and England. 

The movement in Ireland is essentially the fruit of the labors of 
three pioneers. Sir Horace Plunkett, the Rev. T. A. Finlay, and 
Mr. C. A- Anderson. The former on a visit to the United States 
reached the conclusion that many of his fellow countrymen who 
had left Ireland for their own good might well have stayed at 
home if the conditions had been different, and if they had applied 
the same amount of energy to work in Ireland. In cooperation he 
saw the solution for the Irish agricultural problem. On his return 
to Ireland, in 1889, he started the work of propagandism as a re- 
sult of which every county in Ireland is to-day connected to a 
greater or less extent with the cooperative movement. 

The work of the pioneers was beset with difficulties on ail sides. 
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It took 50 meeting to make the first experiment in cooperative 
dairying. It was not until five years after the work of organization 
began that the first agricultural bank was started. 

Irish Agricultural Organization 

In order to centralize the whole movement and to foster and 
protect as well as organize new cooperative societies, a special or- 
ganization, the Irish Agricultural Organization Society (I. A. 
O. S.) was formed in 1894. Attention was then concentrated upon 
the problem of farming in Ireland, with such success that among 
other things the Irish butter industry was saved from extinction. 
The small farmers, hitherto largely the victims of the notorious 
“gombenmen” (village trade usurers) and ignorant of efficient 
marketing methods, were taught better business and better farm- 
ing methods. 

The headquarters of the I. A. O. S. are at Plunkett House, 
Dublin. Its activities include the organizing of new cooperative 
societies, supervising and auditing the accounts of its member so- 
cieties, giving technical advice to creameries, arbitrating disputes, 
eliminating overlapping activities of cooperative societies, finding 
markets for cooperative dairy products, and educational work gen- 
erally. The steady expansion of the movement is shown by the fact 
that from one society in 1889 the membership increased to 1,114 
societies in 1920. 

G)operative societies organized by the LA. O. S. have sold 
since 1889 more than £70,000,000 worth of butter and creamery 
products and £30,000,000 worth of eggs, poultry, bacon, etc. The 
total turnover of the cooperative agricultural movement, 1889 to 
1922, inclusive, was over £100,000,000. 

Irish Agricultural Wholesale Society {JLtd^ 

The same group of men who organized the I. A. O. S. was in- 
strumental in forming the Irish Agricultural Wholesale Society 
(Ltd.) (L A. W. S.) in 1898. This is a federation of cooperative 
agricultural societies for common wholesale buying and selling of 
farm requirements and produce and has become the clearing house 
for the Irish cooperative movements of production and distribu- 
tion. 

The membership of the I. A. W. S. includes cooperative dairies, 
stores, credit societies, and societies for procuring fertilizers, seeds, 
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and machinery. There were 700 member societies in 1921. The 
I. A. W. S. has its central offices and warehouses in Dublin. They 
include a banking and accounting department, established in 1910, 
for the accommodation of its member societies. The bank has suc- 
ceeded in attracting a large amount of deposits. Another depart- 
ment which comprises the principal agricultural supply work of the 
I. A. W. S. han^es seeds, manures, feeding stuffs, coal, and gen- 
eral agricultural requirements. 

The department handling butter, eggs, poultry, beef, mutton, 
and pork has agents in important centers of the United Kingdom 
who keep the local societies in touch with outside markets. The de- 
partment for implements, machinery, and hardware supplies these 
commodities under its own brand, while a separate department for 
honey and bee appliances affords a market to small farmers for 
produce which they could not formerly dispose of, and has been a 
means of introducing comfort to homes where formerly want ex- 
isted. Two more recent ventures are the grocery and dairy engi- 
neering departments. 

Agricultural Organization Society of England 

In England agricultural cooperation centers around the Agricul- 
tural Organization Society (A. O. S.), whose central office is in 
London. The A. O. S. is not a trading body and does not engage in 
commercial transactions. It advises and assists in the formation of 
agricultural cooperative societies and promotes their work. It is 
controlled by its affiliated societies working through a democratic 
board of governors. The A. O. S. was formed in 1901, and in 1922 
had 1,460 member societies, comprising 145,094 individual mem- 
bers. The trade turnover of the societies for that year amounted to 
£16,002,365. 

Affiliated with the A. O. S. are farmers’ societies whose main 
business is the purchase of members’ requirements, dairy societies, 
slaughterhouse societies, societies for the sale of fruit and market 
garden produce, cattle auction societies, wool societies, poultry and 
egg societies, small land holdings and allotment societies, and mis- 
cellaneotxs organizations. 

The Ulster and Scottish Societies 

The Ulster Agricultural Organization Society (U. A. O. S.), 
Belfast, and the Scottish Agricultural Wholesale Society, Edin- 
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burgh, are also cooperative propaganda societies and do not engage 
in commercial transactions. 

Government Grants to Agricultural Cooperatives 

In past years the various agricultural cooperative federations in 
the United Kingdom received substantial Government grants. 

The I. A. O. S. and the U. A. O. S. still receive certain financial 
aid from their governments, dependent on the amount raised by 
their members in the form of voluntary income. Since March 3 1, 
1923, the A. O. S. has been dependent entirely on contributions 
from its members, financial aid by the state having ceased on that 
date. 


GERMANY 

At the present time there are approximately 36,235 agricultural 
cooperative societies in Germany, or about 7 5 per cent of all the 
registered cooperative societies of Germany. Of this number 97 
were central unions, 19,236 rural credit societies, 4,478 buying and 
selling organizations, 3,398 dairies, while the rest were of diverse 
types. In 1922 there was one of these societies to every 1,014 lii- 
habitants, exclusive of those cities which have a population in excess 
of 20,000. From the point of view of land area under cultivation 
there was one society for each 757 hectares. Many of them engage 
in more than one line of business, including particularly savings 
and loan operations. About one-fourth of the total German agri- 
cultural cooperative societies are Raiffeisen organizations. Nearly 
all are affiliated with one of the large national federations of 
farmers’ cooperatives, especially the Reichsverband and the 
Generalverband. 

Credit Facilities for Affiliated Farmers — Joint Fur chase of Agri- 
cultural Supplies — Cooperative Sale of Farm Products 

In addition to providing credit facilities for the affiliated farmers, 
German agricultural cooperatives have two other main functions, 
viz., (i) the joint purchase of agricultural supplies, and (2) the 
cooperative sale of farm products. Greater success has been 
achieved in the former than in the latter capacity. Variations m 
quality and value make it difficult to establish uniform prices so 
that cooperative selling has been successful in a limited way only. 

In cases where purchase or sale assumes larger proportions, 
separate buying and selling sodeto are established. The principal 
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commodities so handled are artificial fertilizers, feedstuffs, seeds, 
fuel supplies, agricultural machinery and implements, grain, and 
potatoes. 

As regards small farmers, cooperative selling has been most 
successful in case of farm products which can be manufactured or 
worked up for the market by cooperative methods into a com- 
modity of uniform quality. Therein lies the success of coopera- 
tive dairies for manufacturing butter and cheese and supplying 
cities with milk. In 1921 there were 3,208 such cooperative dairies 
with a membership of about 300,000 farmers. A development of 
comparatively recent origin which has proved very successful is 
the sale of butter by cooperative dairies at auctions held in Berlin, 
Hamburg, and Bremen. 

Cooperative organizations for marketing grain and cattle have 
proved equally successful. The cooperative cattle societies have 
their own representatives at the leading cattle markets and exer- 
cise a stabilizing efFect on market prices. 

EflForts to operate large central cooperative grain (rye and 
wheat) elevators or warehouses have been accompanied by numer- 
ous failures. The elevators had been built on too large a scale 
and were equipped with machinery which the farmers did not 
understand how to use. Satisfactory results, however, have been 
had with small cooperative elevators. 

In the case of the Raiffeisen organizations the credit societies 
themselves sell the grain, at times becoming part owners of an 
elevator. 

Recently scarcity of labor or too high wages have made it neces- 
sary for many farmers to substitute motor power for human or ani- 
mal labor. This has proved a strong stimulus to the growth of 
farmers’ cooperative societies for supplying electrical power. Their 
membership has increased more rapidly than that of any other 
type of cooperative organization. On June i, 192a, there were 
4,873 cooperative societies of this type supplying electric power 
and light to thousands of small farms in every part of the coun- 
try. It is claimed that as against municipal ownership, cooperative 
production and distribution of electric power has made possible a 
more equitable distribution of burdens and has facilitated financing 
operations. 

Other lines of agricultural cooperation in Germany include 
potato distilling and drying, motor plowing and threshing, stock 
and poultry breeding, tobacco and sugar beet growing, pasturage, 
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water piping, oil milling, stone quarrying and pottery, uniform 
cost accounting, and insurance. . . . 

RUSSIA 

Prior to the World War 70 per cent of the Russian population 
was working on the land. With the dwindling of industry, Russia 
is to-day more than ever an agricultural country. The situation 
reflects itself in the cooperative movement of which the Russian 
peasantry forms the backbone. 

On July I, 1922, there were in the Russian Republic, not in- 
cluding the Ukraine, 16,667 agricultural cooperative societies, of 
which 3,224 were of a purely agricultural type, 1,753 were butter 
and cheese makers’ organizations, and 616 were credit societies. 
The various local societies are federated into 300 unions and 
comprise more than two and a half million homesteads or l8j4 
per cent of the total number of peasant homesteads in Russia. 

All-Russian Union of Agricultural 
Cooferative Societies, ^^Selskosoyus'^ 

The central organ of the whole movement is the All-Russian 
Union of Agricultural Cooperative Societies “Selskosoyus.” It was 
formed in 1921 and its trade turnover in 1922 amounted to 
7,cx)0,000 gold rubles ($3,602,200). 

In the same year the flax and potato cooperative societies formed 
separate central bodies, the flax center ‘‘Lnocentre” and the Potato 
Union. About 26 unions joined the former, while 54 potato-crush- 
ing, 2 potato-drying, i starch and i treacle factory joined the 
latter. 

Most of the unions affiliated with the Selskosoyus have their 
own productive undertaking, such as flour mills, workshops, elec- 
tric plants, breeding farms, vegetable-drying plants, kitchen gar- 
dens, experimental farms, etc. . . . 

SWITZERLAND 

Switzerland has more than 11,000 cooperative societies, of 
which about half are farmers’ organizations. It is said that every 
Swiss farmer belongs to one or more cooperative societies. 

Cooperation in Swiss agriculture is the unaided democratic 
achievement of the native pedants themselves j but, like the Swiss 
consumers’ cooperatives, it owes its modem form to foreign in- 
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fluences. During the past 25 years agricultural cooperation has 
assumed such extraordinary expansion throughout the leading 
agricultural cantons that it constitutes to-day one of the most pow- 
erful factors in the economic life of the nation. 

There is no national federation of agricultural cooperative asso- 
ciations, but the Secretariat of Swiss Farmers, which represents all 
interests of Swiss agriculture, also serves as a common link for 
the farmers’ cooperatives. . . . 

Cooperative Dairies 

The most marked success, however, has been achieved by the 
cooperative dairy societies, the pride of Swiss agriculture. They 
number 3,518 and unite 102,677 owners of cows. From these 
dairies millions of liters (a liter is 1.05671 liquid quarts) of fresh 
milk are shipped daily to cities and industrial centers, as w'ell as 
to milk-condensing plants. These dairies manufacture the famous 
Emmenthaler and Gruyere cheese. Since 1907 the dairies have 
been united into a national federation. A highly developed soli- 
darity among its members, backed up by large reserve funds, has 
made this federation a powerful and influential body. It has suc- 
ceeded in raising and stabilizing the price of milk and has elimi- 
nated many middlemen in the marketing process of dairy products. 
At the outbreak of the World War the federation had begun to 
export its own cheese and to compete with the leading private 
firms, which up to that time had controlled the export trade of 
Swiss cheese. 


FRANCE 

Agricultural cooperation in France centers around a special type 
of association, the syndicate. Its legal basis is a law of 1884 which 
legalized trade-unions under the name of “professional syndi- 
cates” formed for'the defense and advancement of their common 
economic interests. Under that law the syndicates are to be non- 
trading associations, but by a liberal interpretation a syndicate is 
considered noncommercial provided it acts as an intermediary only, 
without making profits. For practical purposes, therefore, syndi- 
cates have annexed to themselves separate organizations which are 
technically cooperative. The cooperative societies are thus offshoots 
of the syndicates, and the farmers take part in the operation of 
the cooperative societies via the syndicate and as members of the 
latter. 
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Central Union of French Agricultural Syndicates 

There are now about 4,000 agricultural syndicates in France. 
They are united in departmental and regional unions, and in 1886 
a national federation was formed, the Central Union of French 
Agricultural Syndicates. 

While some syndicates act themselves as agents for their mem- 
bers in buying or selling farm supplies or produce, others have 
turned these commercial activities over to cooperative societies 
affiliated with them or their unions. In many cases large coopera- 
tive societies which engage in joint buying as well as in selling are 
annexed to regional unions. Generally the cooperative societies 
have been founded and are administered by the officers of the 
syndicates or of the syndical unions and rarely deal with non- 
syndicate members. 

Milk is the principal commodity in connection with which co- 
operative societies have been formed among French farmers. 
These societies are one of three kinds, according as they are con- 
cerned with cheese making, butter making, or the sale of millr 
direct. Cooperative cheese societies or “fruitieres” number about 
2,000. Nearly all engage in the manufacture of Gruyere cheese. 

Cooperative creameries are most numerous in the western, north- 
ern, and northeastern districts. There are several federations. 

Cooperative milk selling societies have been formed particularly 
for supplying some of the larger cities like Paris, Lyons, and 
others. 

Other cooperative farmers’ associations combine sugar-beet 
growers, olive oil producers, wine growers, flower gardeners, 
threshing societies, etc. 

Agricultural Coo-peratime Union of France — 

Union of Dairy Cooferatvoe Societies in Charente and Poitou 

The leading federations of agricultural cooperative societies are 
the Agricultural Cooperative Union of France, with headquarters 
at Paris and a membership of 8,000 societies, and the Union of 
Dairy Cooperative Societies in Charente and Poitou, with more 
than 75,000 individual members. 

SWEDEN 

l^ationcl Union of Swedish Agriculturists 

The agricultural cooperative movement in Sweden first became 
well organized in 1906, when numerous local societies joined in 
the formation of central or provincial associations. The latter in 
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turn established the National Union of Swedish Agriculturists 
(Svenska Landmannens Riksforbund). From the headquarters of 
this national federation in Stockholm and Gothenburg a whole 
network of farmers’ cooperative organizations now spreads out 
over the entire country. Some of them are joint stock companies, 
but the majority are registered as cooperative societies under the 
economic societies act of 1911, either without personal liability of 
the members or with limited personal liability. 

The Riksforhund 

The Riksforbund is a central purchasing and selling organiza- 
tion comprising 84,726 members, with total land holdings of 
980,570 hectares (2,422,007 acres). It buys manures, seeds, and 
seeding stuffs for its member societies and sells rye, wheat, oats, 
and hay for them. Its turnover in 1920 amounted to over 
38,000,000 kroner. It operates 363 warehouses throughout the 
country, of which 115 belong to the central association and 248 to 
local cooperative societies. Some of them are spacious modern 
elevators with up-to-date loading and unloading facilities. Others 
are small frame structures adjoining a railroad track, but are suffi- 
cient to meet the needs of the local societies. 

Other farmers’ cooperative associations operate packing plants 
and egg selling stations, and engage in fruit and beet growing, 
cattle breeding, peat production, joint operation of threshing en- 
gines, tractors, etc. 

Cooperative Dairy Societies 

Cooperative dairy societies have grown to great importance in 
Sweden. One of the most successful of these is the Farmers’ Milk 
Selling Association of Stockholm, which was organized in 1915, 
and is said to be the largest milk-supply concern in Europe out- 
side of the United Dairies of London. In 1923 its membership 
included about 6,000 farmers and approximately 75,000 regis- 
tered cows. Each cow entitles its owner to one share, but no mem- 
ber can vote for more than 500 shares. The busing management 
rests in the hands of an executive committee of seven farmers, 
who elect a general manager. . . . 

HOLLAND 

Dutch farmers, unlike the urban communities, are very keenly 
alive to the advantages derived by them from cooperative organ- 
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izations, and the cooperative movement has therefore been much 
more successful among the farmers than among the urban popula- 
tion of Holland. 

Dutch Dairy Union 

The Dutch Dairy Union has a membership of 445 cooperative 
creameries, which in 1922 utilized 40 per cent of the total milk 
production of the country. In addition to marketing its products 
the union has also taken up the wholesale purchase and distribu- 
tion of farm supplies. The annual turnover of its central purchas- 
ing office amounts to two and three-quarters million guilders. It 
also has its own banking departments of Leeuwarden and Alkmaar 
and a technical office in charge of an expert engineer. A similar 
farmers’ cooperative purchasing society has its central office at 
Enschede, It has I20,0CX) members and a turnover of 28,CX)0,000 
guilders. 

Cooperative Export Societies 

Cooperative exporting of farm products has been successfully 
carried on in Holland for a number of years, Dutch farmers have 
their own cooperative export societies, the largest being the Fries- 
land Dairy Export Society, whose offices are at Leeuwarden. Simi- 
lar cooperative export societies are located at Zutphen, Alkmaar, 
Roermond, and Rosendaal. In Hoorn there is a cooperative society 
for the sale of cheese. Several cooperative societies engage in the 
sale of vegetables and fruit, their total turnover approximating 
74 , 5 CX),ooo guilders per year. 

ITALY 

Modern agricultural cooperation in Italy had Its beginning in 
the cooperative credit societies of about 30 years ago. Through 
them the farmers learned the benefits of teamwork, and they 
became the financial backbone of the whole cooperative movement. 
Its growth has been rapid since that time, and the agricultural sec- 
tions of the country owe much of their progress and prosperity to 
this working together for a common cause. 

In the main the movement is one of small land proprietors. It 
has been most successful in northern and central Italy, much less 
in the southern Provinces. The size of the sodeties varies greatly 
and their turnover ranges from one to five himdred thousand dol- 
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lars per year. Some of the societies are closely affiliated with polit- 
ical and religious organizations. 

Not including the credit associations, the cooperative societies 
group themselves into (i) societies for the joint purchase of agri- 
cultural supplies, (2) societies for joint production and sales, and 
(3) cooperative landholding societies. 

The organizations which engage in cooperative purchasing of 
farm supplies fall into two groups, the so-called consortia and 
the agricultural unions. 

The Consortia 

The consortia are organized in the form of cooperative societies 
with limited liability and they generally limit their business to a 
single district. Their object is to purchase for their members, fer- 
tilizers, spraying material, farm machinery and implements, fuel, 
seeds, etc., and to provide for the inspection and testing of the 
same so as to insure good quality. 

The number of these consortia has increased very rapidly in 
recent years and in 1920 amounted to 539 societies with more than 
312,000 members. The value of the goods supplied increased 
almost tenfold between 1910 and 1920, and in the latter year 
amounted to 808,000,000 lire. 

National Federation of Agricultural Unions 

A further important group of cooperative purchasing societies 
is composed of about 800 so-called agricultural unions. They are 
combined in 64 local federations. In 1917 the latter united into a 
central organization, the National Federation of Agricultural 
Unions with a principal office in Rome. 

The general purpose of the federation is to provide for the agri- 
cultural associations a center of information, of technical and legal 
advice, and of commercial and financial assistance. The Federation 
carries on a many-sided work. It promotes the cooperative move- 
ment among the farmers, gives assistance to affiliated societies, and 
organizes new societies. Due to its efforts numerous cooperative 
societies have been formed, particularly in central and southern 
Italy. It also negotiates joint purchase of goods for its members, 
arranges for the manufacture of certain farm supplies like sulphate 
of copper, and negotiates the sale of agricultural produos for its 
members. The total business done by the federation in 1920 
amounted to nearly 200,0X3,000 lire. 
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Cooperative Landholding Societies 

One of the most characteristic forms which the agricultural co- 
operative movement in Italy has taken in recent years is repre- 
sented by the cooperative landholding societies. This whole 
development is an interesting attempt to diminish agrioiltural 
unemployment, a problem for which emigration no longer pro- 
vides a solution. Such associations are organized by small farmers, 
farm tenants, and farm laborers for the purpose of obtaining land 
which they themselves will cultivate. This is done in most cases 
by means of a tenancy agreement, but also on the basis of a produce- 
sharing contract. Their legal form is that of cooperative societies, 
with either limited or unlimited liability. One group operates 
under a system of divided management, taking large blocks of 
land from the landowners and parceling the same out among the 
members. This type is the most numerous. The other group fol- 
lows a scheme of joint management. The members cultivate the 
land in common under joint management and technical direction. 
Cultivation under this system is more intensive and the technical 
methods are superior. 

The period of tenancy varies from i to 15 years and the lands 
taken on a collective agreement are the property either of the State 
or of other bodies, or private individuals. 

In addition to cultivating the soil, the societies as a rule also 
purchase their supplies and sell their produce in common and have 
joint ownership of agricultural machinery. Provision is made for 
collective crop insurance. Some societies manufacture cheese on a 
cooperative basis. Educational work along various lines is pro- 
moted by these organizations. 

The cooperative landholding societies, which in 1914 numbered 
about two hundred, have spread throughout Italy. They are par- 
ticularly numerous in the northern Provinces, where their tech- 
nical equipment has reached a high degree of perfection. Several 
federations of landholding societies have been formed, one of the 
largest, that at Ravenna, combining 26 affiliated societies with a 
total of 12,000 hectares (29,640 acres) of land, and giving em- 
ployment to thousands of laborers. 

BALTIC STATES 

In the states bordering on the Baltic Sea — ^Esthonia, Latvia, 
Lithuania, and Poland — cooperation has become one of the most 
potent forces in reconstructing the economic life of the new repub- 
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lies. Being essentially agricultural countries, the cooperative move- 
ment among farmers is of special importance. In the absence of 
sufficient capital, cooperation supplies the best means of solving 
the all-important land question, which was brought about by re- 
cent agrarian land reform legislation. By collective action the new 
landholders obtain much-needed credit for cultivating and im- 
proving their farms, and numerous cooperative societies for pur- 
chasing or selling farm requisites and products have become in- 
strumental in placing agriculture on a solid foundation. 

In Latvia and Esthonia agricultural cooperation has progressed 
farthest. In order to enlarge and strengthen the whole movement, 
it is now planned to establish an international alliance which is to 
include the cooperative organizations of Esthonia, Latvia, and 
Lithuania. . . . 

Latvian Cooferatives — Central Federation, “Konsutn^* 

There are more than 2,000 cooperative societies in Latvia, of 
which the majority serve the needs of the rural population. 

The Latvian Government is very favorably disposed toward 
the cooperative movement, and under the law of associations of 
1920, cooperative societies are allowed to develop unhindered by 
restrictions such as existed in former years. 

The leading agricultural cooperative society in Latvia is the 
central federation, “Konsums,” which has its main office at Riga. 
It was organized in 1907 and comprises about 300 societies. Its 
main functions are the purchase and sale of agricultural and dairy 
machinery, seeds, salt, fertilizer, etc. In various parts of the coun- 
try it also operates plants for the manufacture of tar, turpentine, 
bone meal, and glue. Since the organization of the state flax mo- 
nopoly, the Konsums acts as purchasing agent for the state. In 
addition to its wholesale trade the federation also carries on the 
retail sale of certain farm requisites. Recently a considerable export 
business has been developed in lumber to England, Holland, and 
France; in linseed, oats, and rye to Belgium, Holland, and Den- 
mark; and in butter to England. Large quantities of fertilizer are 
imported. 

The cooperative dairy industry of Latvia is 1 5 years old. The 
World War interrupted its promising early development, but with 
the return of peace and the advancing of economic reconstruction 
a revival took place. From 15 cooperative dairies in 1919 their 
number increased to 529 in 1923. In the latter year the coopera- 
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tive dairy farms worked up a total supply of sixty-eight and six- 
tenths millions kilograms of milk, of which three million kilo- 
grams were turned into butter. The control of export butter is 
now in the hands of the Latvian Government, which operates in 
close harmony with the cooperative societies. 

BULGARIA-RUMANIA 

The agricultural cooperative societies of Bulgaria are nearly all 
affliated with the General Union of Agricultural Cooperative So- 
cieties, which functions both as a financial and as a wholesale trad- 
ing organization. The tmion has a total membership of 600,000. 
Its chief activities are the export of grain and the sale to its mem- 
bers of agricultural machinery, salt, oil, sugar, sulphate of copper, 
etc. 

The rural cooperative supply and sale societies of Rumania are 
federated and comprise 2,820 societies, with 210,131 members. 



CHAPTER IX 


FARMERS’ COOPERATIVES IN THE UNITED STATES 


Statistics of Farmers’ Cooperative Business Organizations 

1920-1935' 

DEVELOPMENT OF COOPERATIVE TYPES 

In THE hundred and more years during which American farmers 
have been seeking to improve their economic lot by united action 
various types of enterprises and kinds of technique have been de- 
veloped. By trial and error it has been learned that different 
methods must be used for converting different products into dol- 
lars. For example, a marketing technique that is successful for 
citrus fruit may not be satisfactory for milk. As our commercial 
and industrial system has become more elaborate, the associations 
created by farmers for marketing purposes have become more 
varied in form, more complicated in structure, and more far- 
reaching in their objectives. 

Among the important types of cooperatives evolved from ex- 
perience, in the approximate order of their development, are the 
local association, the federation of local units, the terminal-market 
sales agency, the large-scale centralized association, the bargaining 
association, the regional or national sales agency, and the service 
association. These types differ from one another in the marketing 
functions performed, in organization structure, or in both. There 
is considerable blending of types so that it is not always possible 
to assert with finaBty to which type-group a particular association 
belongs. 

The local association was the first of the several types of farmers’ 
cooperatives to appear. Neighbors have always found it advan- 
tageous to work together for their mutual benefit. With the ap- 

*^00016(1, with permission, from “Statistics of Farmers’ Cooperative Business Or- 
ganizations,” 1910-1935, by R. H. Elsworth, Farm Credit Administration, Coopera- 
tive Divisicm, BuUetin No. 6 , Washington, May, 1936, pages 1-8, zo-31, 43-61, 
81-100. 

ai7 
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pearance of thickly populated industrial centers, the advantages 
of united action in preparing products for market and in selling 
them increased in importance. 

Among the earlier cooperative enterprises were the cheese fac- 
tory and the local creamery. These converted milk, a perishable 
product, into products which were less perishable and which could 
be transported easily to the city with its many consumers. Later, 
fruits and vegetables were assembled in convenient units, graded, 
packed, and taken to market. Surplus livestock from several farms 
was assembled and driven to the cities 5 later, animals were col- 
lected for carload shipments to packing plants. The grain from the 
farms of the western prairies was delivered at farmer-owned ele- 
vators and sent on to the central markets in carload lots. It was 
found that the attention of wool buyers was more easily obtained 
when the fleeces from many farms were offered for sale as a single 
lot, hence the local wool pools. In the course of time there were 
local associations for the ginning of cotton, the assembling of fruits, 
vegetables, grain, livestock, nuts, eggs, poultry, and other products. 
The purpose in each instance was dual 5 first, to reduce the expense 
of handling the product by mass methods and, second, to obtain 
such price advantage as might be had from offering products in 
desirable market units. Nine-tenths of the now active farmers’ 
organizations are local associations. 

As producing areas remote from commercial and industrial cen- 
ters were brought into production, the producer’s problems of 
marketing became more complex and more exacting. The need for 
assembling products into car-lot shipments of uniform grade be- 
came imperative. The owners of citrus orchards in Florida and 
California found, early in their marketing experiences, that some- 
thing more than the local shipping association was needed to bridge 
the distance between them and prospective consumers. After nu- 
merous trials a federation of local associations was evolved by the 
Florida citrus growers about 1886. The local associations usually 
continued to receive, sort, grade, pack, and load fruit as formerly, 
but the problems of transportation, locating markets, stimulating 
demand, making sales, attending to collections, arranging for and 
supervising the production credit required by growers, obtaining 
fevorable and preventing unfavorable legislation, were delegated 
to the federation. 

As a practical method for marketing products grown far from 
the place of probable consumption, the federation has become an 
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established part of the permanent structure of agricultural co- 
operation. Although developed originally by fruit growers, it is 
now employed in the marketing of creamery butter, cheese, poul- 
try products, cranberries, potatoes, walnuts, and other products. 
The distinctive features of the federation are that it is democratic 
in origin, develops naturally from the bottom up, and is primarily 
engaged in marketing the products of its members. Since coopera- 
tive federations are based on the merging of already existing units, 
many variations in form and in practice occur. 

National and Regional Terminal-Market Sales Agencies 

The terminal market sales agency seems to be the third of the 
several types of cooperatives to become definitely established. The 
“great cattle growers” of Missouri, Nebraska, Kansas, Texas, Colo- 
rado, and New Mexico, finding that “neither grumbling nor legis- 
lation” would bring them better prices, organized the American 
Live Stock Commission Co. under the laws of Illinois in March of 
1889. The company began business in May with headquarters at 
the Union Stock Yards, Chicago. Branch offices were established 
at the Omaha, Kansas City, and St. Louis terminal livestock 
markets. 

A cooperative for selling livestock on commission operated on 
the Chicago, 111 ., and Kansas City and St. Joseph, Mo., markets 
from May of 1906 through 1909. Seven hundred large-scale wool 
producers in the Rocky Mountain States organized the National 
Wool Warehouse & Storage Co. which began business at the Union 
Stockyards, Chicago, in 1909. The company functioned for ap- 
proximately 1 5 years. The grain growers in the near and far North- 
west set up organizations for selling their wheat on the terminal 
market in 191 1. A sales agency for receiving and selling livestock, 
established at the Omaha stockyards in 1917, is still operating 

(1936). 

Since the creation of these early agencies, more than a hundred 
similar enterprises have been formed. Among the products which 
have been or are now being marketed through cooperative sales 
agendes are cotton, dairy products, fruit, vegetables, grain, dry 
beans, eggs, and poultry. 

Assodations which are primarily sales agendes take whatever 
is consigned to them and market the same as advantageously as 
possible, making proper returns to those they serve. The cfifference 
between the federation and the ^es agency lies in the relatiomhip 
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to the producer. Most federations are interested in the harvesting, 
processing, grading, and packing of the products which they are ex- 
pected to market. These agencies aim, through their member units, 
to maintain contact with those on the farms and ranches in order 
that the products may meet the demand of the market and, if pos- 
sible, command premium prices. 

While most sales agencies are located at terminal markets, a 
score or so operate on a regional basis and a few on a national 
basis. The membership of a national agency is frequently active 
cooperative organizations. These units may be local associations, 
large-scale centralized organizations, regional sales agencies, serv- 
ing both locals and individuals, or federations of local associations. 
The national sales agency operates from the vantage point of the 
market, establishing itself in as many of the larger markets as 
practicable. Some agencies, in addition to serving their members, 
buy, hold, and sell limited quantities of products. Membership in 
some of these associations is acquired when products are consigned 
to them for marketing. 

Seven national sales agencies were created in 1929 and 1930. 
Those for the marketing of cotton, grain, livestock, wool, fruits 
and vegetables, and pecans are still functioning and handling con- 
siderable quantities of the several products. 

The centralized type of association was developed as early as 
1892. In that year shipping associations in the Chautauqua grape 
belt. New York, disbanded and their members formed the Chau- 
tauqua and North East Grape Association with headquarters at 
Brocton, N. Y. The 2,000 members of the new association were 
under contract with a penalty for violation. Although the shipping 
area was divided into eight districts, sales were made from the 
central office. The marketing plan provided for daily pools for 
each grade of fruit. Shipments for the first year amounted to 1,836 
cars, nearly 60 per cent of the shipments out of the grape belt. 
After three seasons the association was dissolved and local associa- 
tions were again organized. 

The Lima Bean Growers Association, Oxnard, Calif., incorpo- 
rated in May 1909, was a direct membership organization and in- 
cluded the bean growers of six counties. It entered into contracts 
with its members and marketed beans on a “pooled” basis. Later 
local units were developed and the association was reorganized as 
a federation. 

In 1912 the California Associated Raisin Co. was formed in 
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central California with the growers of a large producing area as 
members. The corporate name of the organization was changed to 
the Sun-Maid Raisin Growers in 1922 and later to the Sun-Maid 
Raisin Growers of California. The association continued as a cen- 
tralized organization, in which membership was direct. 

The large-scale centralized association differs but little in struc- 
ture from the local association. In both the individual producer 
holds direct membership. Both receive, sort, grade, process, and 
load products for market. The local as a rule confines its activities 
to the area around a single shipping point, whereas the large-scale 
organization operates over a wide territory. The latter usually fol- 
lows the products farther on the road to market than it is possible 
for the local to do. Not infrequently the large-scale association 
conducts extensive campaigns for the stimulation of consumer de- 
mand and for establishing advantageous relationships with dealers. 
In actual practice many variations as to form of organization are 
found. 

Bargaining associations are the outcome of a special need. Cer- 
tain products can be more satisfactorily handled when delivered 
directly from the farm to the manufacturer or distributor. In such 
cases the producers have found it desirable to form themselves 
into associations which have negotiated with the buyers as to prices 
for quantities and grades to be delivered during specified periods. 
The greater part of the fluid milk sold cooperatively is marketed 
in this way. Sugar-beet growers in Colorado, Utah, California, 
Wyoming, Montana, and Nebraska are also using bargaining asso- 
ciations in their marketing activities. In the bargaining association 
each individual member delivers his product in accordance with 
instructions from his association and receives the price which has 
been agreed upon by the ofiicers of the association and the buyers. 
Among the many milk producers now being served by bargaining 
associations are those tributary to the cities of Boston, Hartford, 
New York, Philadelphia, Baltimore, Washington, Pittsburgh, De- 
troit, Chicago, St. Louis, Kansas City, San Francisco, Portland, 
Seattle, and many smaller cities. There are now more than 100 
active associations. Most of these have been organized since 1921. 

Service Associations 

In addition to the cooperatives engaged directly in selling farm 
products, or buying farm supplies, there are several thousand serv- 
ice associations. These perform some of the marketing functions. 
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but not usually those of selling or buying, or they render services 
that are essential to the marketing and purchasing organizations, 
or to farmers and their families. Among the associations of this 
kind are plants strictly for processing 5 community warehouses} 
organizations for testing products and certifying as to quality} for 
conducting advertising and merchandising campaigns} for operat- 
ing truck lines} providing insurance for farmers and farm prop- 
erty} for generating and distributing electric current} for con- 
structing and operating drainage or irrigation canals } for owning 
and operating farm machinery} for constructing and operating 
mutual telephone systems} for supplying credit on a cooperative 
basis} for publishing house-organs, pamphlets, and books} and for 
supplying on a cooperative basis management service, auditing 
service, and financing service. 

Contact locals are a form of service organization. They are fre- 
quently set up by large-scale centralized associations in order to 
facilitate democratic control. Their main function is to pass in- 
formation from the associations to their members and vice versa. 
Many of these locals are charged with the responsibility of 
directly, or indirectly, electing delegates to the meetings of the 
associations at which directors are elected or policies formulated. 
Some of these locals are incorporated and in the case of at least 
one large-scale association provision is made for meeting certain 
of the expenses of its locals. The contact locals sponsored by some 
of the grain sales agencies are charged with orginating business for 
the cooperative, for which service a commission is paid, or credited, 
to the local organization. 

Within the last 3 years self-help cooperatives have come into 
prominence. Most of these have been organized or sponsored by 
relief agencies. Some of these associations are in the cities and some 
in the coxmtry. Those in the country have been largely engaged 
in truck gardening and canning for home use. A few have under- 
taken the sale of farm products. 

PROGRESS OF FARMER COOPERATION 

Here and there are reports of farmer-cooperative activity in 
various parts of the United States prior to 1863, the date of the 
oldest existing cooperative. Since that date the record is continuous 
but far from complete. 

The first boom in the farmer-cooperative movement came dur- 
ing the depression of 1872-1877. The Grange (Patrons of Hus- 
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bandry), the oldest o£ the general farm organizations, had been 
formed in 1867. It was the intention of its founders that it be a 
fraternal order, but many farmers who found themselves caught 
in the depression following the panic of 1873 turned to the new 
organization in an effort to lessen the distressing consequences of 
economic maladjustments. In 1873, 8,667 local granges were or- 
ganized and the following year, 11,941. Considerable collective 
buying was undertaken by these units, and cooperative stores were 
promoted in the North Central States. In the South the State 
granges gave attention to the marketing of cotton. Cooperative 
grain marketing was undertaken in California, and a cooperative 
bank was established in San Francisco. With the passing of the 
period of stress, interest in cooperative activities waned. 

There was a farmers’ elevator movement in the grain States to 
the west of the Mississippi River in the eighties. During the 
nineties the citrus-fruit growers evolved a technique for the co- 
operative marketing of their products. Beginning with the new 
century local associations were organized at the rate of more than 
100 a year. This movement reached its peak in 1920, and during 
that year nearly 1,800 farmers’ marketing associations were 
formed. 

The year 1920 seems to mark the close of one era and the be- 
ginning of a new one. The farmer was in distress because of a post- 
war slump in the prices of the things he had for sale. During the 
years 1920 to 1924 an intensive campaign in behalf of large-scale 
centralized cooperatives was conducted by enthusiastic organizers. 
Not less than 600,000 farmers were interested in cooperation for 
the first time. They signed “iron-clad” marketing agreements and 
delivered cotton, wheat, potatoes, and other products to be sold on 
a “pool” basis, believing that with control of the marketing of 
large quantities of a product, determination of price was in their 
hands. By 1925 the campaign had spent its force, and during the 
succeeding years the movement declined rapidly. 

Continued financial distress among farmers during the late 
twenties resulted in the Agricultural Marketing Act of 1929. Co- 
operative marketing again became of great interest and during the 
next few years, large-scale national or regional cooperatives were 
formed for the marketing of grain, livestock:, cotton, wool, beans, 
sugar beets, dairy products, poultry, eggs, and pecans. 

During the last 3 years, attention has centered largely on the 
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perfecting of existing associations and improving operating 
practices. . . . 


COTTON COOPERATIVES 

Cooperative cotton marketing seems to have received its initial 
start from the Patrons of Husbandry, better known as the 
“Grange,” which as stated above was founded as a farmers’ fra- 
ternal order in 1867. The distress accompanying the depression 
of 1873-1877 caused cotton farmers to turn to the newly organ- 
ized State granges for assistance. Later the Farmers Alliance and 
still later the Farmers Union concentrated upon the problems of 
the cotton farmer. Organizations of many kinds were tried out in 
an effort to improve the economic condition of the cotton producer. 

The large-scale cooperative cotton-marketing associations as 
they exist today had their beginnings in 1920. In April of that 
year at a South-wide convention at Montgomery, Ala., a plan 
was presented which provided for State-wide centralized associa- 
tions for receiving, handling, and selling cotton on a cooperative 
basis. Although this plan was not accepted by the convention, the 
cotton growers in two States were soon organizing along lines sim- 
ilar to those suggested. 

The first regional cotton-marketing association formed was the 
Oklahoma Cotton Growers’ Association, which was incorporated 
April 26, 1921, and received its first bale August 18 of the same 
year. The second such organization was the Staple Cotton Co- 
operative Association, incorporated May 23, 1921. Similar organ- 
izations were set up in Arizona, Texas, and Arkansas before the 
close of 1921. In 1922 centralized associations were incorporated 
in North Carolina, South Carolina, Georgia, and Alabama. In 
1923 cotton producers formed associations in Louisiana, Missis- 
sippi, Tennessee, Missouri, and the following year in Illinois. 

An overhead organization to coordinate the activities of the 
State associations and to function as a central sales agency was 
formed in 1921, under the name of American Cotton Growers Ex- 
change, with headquarters at Dallas, Tex. 

Since 1921 there have been reorganizations of several of the 
State associations and the central association; there have been con- 
solidations, and six of the early associations have gone out of busi- 
ness. Marketing policies have changed from time to time as ex- 
perience has indicated the desirability of such changes. Fourteen 
of the existing large-scale associations are members of the Amer- 
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ican Cotton Cooperative Association, New Orleans, La., which has 
served as a coordinating and sales agency for the member associa- 
tions since 1930. 

The most important of the objectives of the American Cotton 
Cooperative Association are to provide central marketing facilities 
with sales service in the principal foreign and domestic cotton con- 
suming centers, to operate a central financing system, and to con- 
duct educational work concerning the value of cooperative mar- 
keting. It assumes full responsibility for classing cotton and controls 
the transportation, warehousing, insurance, hedging, account- 
ing, and other services. The functions of the regional and State 
associations are confined largely to the execution of operating pol- 
icies, membership relations, issuing house-organs, and operating 
jointly with the American Cotton Cooperative Association the 
cotton-assembling system. 

The large-scale and regional cotton-marketing associations have 
handled 19,554,784 bales of cotton, which is 10 per cent of the 
total bales ginned for the 1 5 crops beginning with that of 1 921 and 
including 1935. . . . 

ASSOCIATIONS MARKETING DAIRY PRODUCTS 

Cooperation in the processing and marketing of dairy products 
is one of the oldest of producer cooperative activities. This must 
have been because in the early days the cooperation of neighboring 
farmers was essential to securing enough milk to make cheese. The 
cheese factory perhaps suggested the creamery. Available records 
indicate that cheese was made cooperatively at Goshen, Conn., and 
South Trenton, N. Y., as early as 18 10. A factory was established 
in Wisconsin about 1840 and in Ohio about 1848. The Jesse Wil- 
liams factory in Oneida County, N. Y., was established in 1851. 
Cooperative butter making seems to have started with a factory 
in Orange County, N. Y., in 1856. 

The oldest association reporting to the Federal Government in 
1925 was the Cayudatta Cheese Factory, Fonda, N. Y., organized 
in 1863. In 1931 there were 68 creameries and cheese factories 
formed before 1890 reporting to the Cooperative Division. 

Among the early federations of associations marketing dairy 
products are the Tillamook County Creamery Association, Tilla- 
mook, Oreg., formed in 1909; the Wisconsin Cheese Producers 
Federation (now Wisconsin Cheese Producers Federation Coop- 
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erative), Plymouth, Wis., 19135 United Dairy Association of 
Washington, Seattle, Wash., 19185 and the Minnesota Coopera- 
tive Creameries Association, Inc. (now Land O’Lakes Cooperative 
Creameries, Inc.), St. Paul, Minn., 1921. . . . 

Active associations handling dairy products numbered 2,300 at 
the close of 1934. These associations had an estimated member- 
ship of 750,000 and their business transactions amounted to 
$440,000,000. Seventy-one per cent of these associations were in 
Wisconsin, Minnesota, and Iowa. This group had 38.1 per cent 
of the total membership. The associations with headquarters in 
New York State transacted 19 per cent of the total cooperative 
business in dairy products. . . . 

The creamery group, with 1,388 associations, is the largest of 
the five. It had in 1934-35, 58.2 per cent of the total membership 
and transacted 38 per cent of the total business. There were 617 
associations engaged in making cheese, 1 10 in distributing milk, 
87 in bargaining as to price, and 98 associations in the miscel- 
laneous group. 

ASSOCIATIONS MARKETING FRUITS AND VEGETABLES 

The cooperative marketing of fruits and vegetables has been 
continuous since 1867. In that year the Fruit Growers Union and 
Cooperative Society, Hammonton, N. J., was formed. Selling and 
shipping fruit was its principal activity, although various kinds of 
merchandise were handled. The association was active for 30 years. 

An association for assisting New Jersey cranberry growers was 
formed in 1872 and the handling of dried fruits was undertaken 
by the California State Grange during the early seventies. The 
first association on record for handling citrus fruit was organized 
xmder Farmers Alliance leadership in Florida about 1885. Local 
associations for handling oranges began to appear in Southern 
California at about the same time and in 1891 the Fruit Growers 
Union of Southern California was organized. 

Cooperative potato and produce marketing in Virginia started 
with the Eastern Shore of Virginia Produce Exchange, Onley, Va., 
organized in 1900. Apple marketing by western producers on a 
cooperative basis was begun by a forerunner of the present Apple 
Growers Association, Hood River, Oreg., about 1 8 93. The Yakima 
County Horticultural Union, a boxed-apple cooperative, dates its 
existence from 1903. 
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Cooperatives for handling fruits and vegetables have a high 
rate of mortality. Data compiled in 1932 indicate that 52 per cent 
of the 3,046 associations for which there were records, were ‘‘out 
of business,” and that 68 per cent of these “out of business” asso- 
ciations functioned from i to 5 years. 

There were 1,082 active fruit and vegetable associations at the 
close of the 1934-35 marketing season. Every State except Rhode 
Island had one association or more. Approximately 29 per cent 
of all the associations Were in California and 9 per cent in Florida. 
The California associations had 23 per cent of the total member- 
ship and handled 54 per cent of the total business. The Florida 
associations had 5 per cent of the membership but reported 8.5 per 
cent of the total fruit and vegetable business. . . . 

About 300 of the fruit and vegetable associations are engaged in 
handling citrus fruit. These associations handle from 50 to 66 per 
cent of the total citrus crop “sold or for sale.” Associations in Cali- 
fornia and Arizona handle about 90 per cent of the production for 
the two States. Texas associations are now handling about 20 per 
cent of the Texas crop and the associations in Florida from 20 to 
32 per cent of the Florida crop. 

grain-marketing associations 

. . . Cooperative grain marketing is a story of bitter contests, 
defeats, and victories. For nearly 80 years farmers have been 
struggling for the right to market their own grain. They have 
developed various types of marketing agencies during this period. 

As early as 1857 Wisconsin farmers formed the Dane County 
Farmers’ Protective Union because of unsatisfactory marketing 
conditions. A building was erected to which the members deliv- 
ered grain. The manager, however, sold the grain and departed 
with the proceeds, later fire destroyed the building. Iowa farmers 
10 years later established a local elevator at Blairstown, which 
operated for several seasons.® 

With the rise of the Grange in the early seventies many efforts 
were made to improve grain marketing conditions through col- 
lective action. The California State Grange arranged for the han- 
dling of wheat on a commission basis. Seventeen cargoes were 
shipped in 1874 and 15 more would have gone foruwd had not 
banJ^ptcy overtaken the commission firm. The State grange then 

“Gardner, Chastina. “Beginningi of Cooperatiw Grain Marketingr.” By U. S. 
Fed. Farm Board Prelim. Reft., 24- pp, 1932. (Mimeographed.) 
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sponsored the Grangers Business Association for handling farm 
products and purchasing farm supplies. This was active for 20 
years or longer. 

Farmers^ Elevator Movement 

During the eighties grain growers turned their attention toward 
the establishment of local farmers’ elevators. A technique of opera- 
tion was developed, and from that time until 1922 the number of 
such enterprises increased each year. There were probably more 
than 4,000 active elevator associations in 1922. These were largely 
in Illinois, Iowa, Kansas, Nebraska, North Dakota, Minnesota, 
South Dakota, Ohio, and Missouri. Since that year the number of 
active local associations has declined year by year until there were 
in 1935 only about 3,100. New associations are being formed in 
some parts of the country which fact is likely to counteract the 
downward movement. The States in which the greatest net declines 
have occurred are Missouri, Indiana, Ohio, North Dakota, and 
Nebraska. 

In a few instances, farmers’ elevators have been grouped under 
single managements in order to obtain the economies of large-scale 
operation and to compete better with the line-elevator systems of 
the private dealers. One of the early organizations of this type is 
the Farmers Grain Co., Devils Lake, N. Dak., organized in 1905. 
The company is now operating 18 local elevators. A similar 
organization with 12 local elevators was formed at Aberdeen, 
S. Dak., in 19 ii. The Federal Trade Commission, in its survey 
of 1920, found 106 elevators and warehouses that were units of 
groups. Thirty-seven of the total were in Kansas where associa- 
tions had been organized to serve entire counties, as many eleva- 
tors as needed being established in each county.® 

Reports from 874 associations relative to quantities of grain 
handled during the 1934-35 marketing season have been received 
by the Cooperative Division. Owing to the few reports received 
for some States, considerable care must be exercised in using the 
data. The averages for those States credited with 50 or more re- 
ports are probably fairly dependable. It is believed reasonable to 
conclude from the sample data that the farmers’ local grain mar- 
keting associations handled approximately 300,000,CX)0 bushels of 
grain during the 1934-35 marketing season. . . . 

® U. S. Federal Trade Comnussion, “The Grain Trade,” vol. I, illus., 1920 . See 
p. 32*- 
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Farmer^ Grain-Dealers Associations 

In most of the grain-producing States the farmers’ elevator as- 
sociations formed State associations to protect their common inter- 
ests. The first of these was the Nebraska Farmers Grain Dealers 
Association, formed January 22, 1903. A few weeks later a similar 
organization was set up in Illinois. By 1919 there were nine addi- 
tional associations, and in 1926 there were State associations for 
Colorado, Illinois, Indiana, Iowa, Kansas, Minnesota, Alissouri, 
Nebraska, North Dakota, Ohio, Oklahoma, and South Dakota. A 
national association was organized in 1912 with the State associa- 
tions as members. There were in 1935, 12 associations in ir 
States, divided into 2 groups, each with a coordinating national 
organization. 

These State associations do not handle grain, but are trade asso- 
ciations that act as service and coordinating agencies for their mem- 
ber local associations. From time to time different services in the 
interest of their member elevators have been undertaken. These 
include assistance in organization, in bonding managers, in trans- 
portation problems, elevator insurance, cooperative purchasing, 
auditing, legal advice, income-tax service, and handling claims and 
adjustments. Annual meetings are held at which the managements 
of the local associations formulate policies. 

Terminal-Market Sales Agencies 

Terminal-market sales agencies date from 1911 when two such 
associations were incorporated. One of these was created by the 
members of the Society of Equity in the States tributary to Minne- 
apolis 5 the other was formed by members of the Farmers Union 
whose grain went chiefly to Portland and Seattle. Both operated 
for 10 years. From time to time since 1911, 35 farmers’ organiza- 
tions for selling grain on the terminal markets have been in 
operation. 

The Wheat-Fool Movement 

The wheat-pool movement extended over the years 1920 to 
1931. The first organization of this kind was the Washington 
Wheat Growers Association, incorporated in 1920. The pool as- 
sociations were large-scale centralized organizations with wheat 
producers as direct members. The plan of operation contemplated 
returning to each producer the average price received for the 
grade of product Slivered, less necessary operating expenses. 
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Following the organization of the Washington pool similar enter- 
prises were set up in Idaho, Kansas, Montana, Oklahoma, Oregon, 
Colorado, Nebraska, North Dakota, Texas, South Dakota, Min- 
nesota, and Indiana. Eleven pools active in 1925 reported 96,800 
members. During the 10 years that the pools were operating a 
total of 187,365,71a bushels of wheat was marketed. 

National Sales Agencies 

Terminal-market sales agencies suggested grain marketing on a 
national basis. The first serious effort in this direction had its start 
in a 2-day marketing conference, attended by several hundred 
representative farmers, in Chicago in July of 1920. A committee 
of 17 was appointed to suggest a plan of procedure. Following 7 
months of study, the committee reported and its recommendations 
were approved at a national ratification conference in Chicago, 
April 6-8, 1921, whereupon the U. S. Grain Growers, Inc., was 
created as a nonstock, nonprofit association to ( i ) stabilize prices 
by steady marketing, (2) eliminate short selling and manipulated 
markets, (3) merchandise grain products, (4) export or pool for 
export, (5) furnish credit through a subsidiary finance corpora- 
tion, (6) clean, mix, regrade, and condition the farmers’ grain, 
(7) eliminate unnecessary and duplicate freight and handling 
charges, and (8) prorate the savings back to the farmer. Offices 
were opened in Chicago. The association had contracts signed by 
63,031 individual producers by September of 1923. The first car 
of grain was received December 4 of that year. Three more cars 
of wheat, one car of oats, and three of corn were received before 
the association ceased operations in 1 924. 

A second national sales agency. Grain Marketing Co., began 
business August 5, 1924, and continued for a year. Its president 
reported that it handled 240,000,000 bushels of grain. It was well 
financed, managed by experienced men, and successful from an 
operating standpoint, but it was operated for the benefit of grain 
producers, who had little part in the management and failed to 
support the enterprise. 

A third effort was the National Farmers’ Elevator Grain Co., 
Cooperative, incorporated May i, 1925, with 92 farmers’ eleva- 
tors in Illinois and Iowa as stockholders. Eventually, 227 farm- 
ers’ elevators and 36 private shippers were affiliated with the 
company. Through a subsidiary, the Rural Grain Co., two seats 
were obtained on the Chicago Board of Trade. The company also 
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operated upon the Milwaukee, St. Louis, Peoria, and Cedar 
Rapids markets. It began business on April i, 1927, and by Octo- 
ber 31, 1928, had handled over 5,812,300 bushels of grain. It 
ceased operation following the bankruptcy of its subsidiary. 

The fourth effort to establish a country-wide sales agency for 
marketing grain resulted in the organization of the Farmers Na- 
tional Grain Corporation in 1929. The enterprise was built upon 
27 large-scale grain marketing organizations. Some of these were 
terminal market sales agencies, some were wheat pools, and some 
were regional organizations serving groups of farmers’ elevators. 
Federal money was loaned the corporation in order that it might 
be sufficiently financed for large-scale operations. The corporation 
has branch offices at the principal grain markets. During the 
1934-35 marketing season it handled 82,143,681 bushels of grain 
and considerable quantities of beans and seeds. 

There were 3,125 associations for the handling of grain listed 
with the Cooperative Division at the close of the 1934-35 market- 
ing season. These associations were located principally in the North 
Central States. They had an estimated membership of 580,000 
and their business transactions for the marketing season amounted 
to $3 1 5,000,000. Illinois was the leading State as regards the co- 
operative marketing of grain with Iowa second in importance. 

The number of active large-scale grain-marketing associations 
has varied since 1921 from two for the 1921-22 season, to 29 for 
the 1932-33 season. The two associations handled more than 

14.000. 000 bushels of grain in 1921-22, and the 29 more than 

186.000. 000 bushels in 1932-33. There were 26 large-scale asso- 
ciations functioning during the 1934-35 marketing season. This 
number included Farmers National Grain Corporation, the re- 
gional affiliated with the corporation, and the regionals operating 
independently of it. The 26 associations were located in 21 mar- 
kets, and handled nearly 105,000,000 bushels of grain, valued at 
$92,588,604, during the 1934-35 season. Of the total grain han- 
dled, 58.6 percent was wheat. This wheat constituted about 1 8 per- 
cent of that portion of the 1934 crop which was “sold or for 
sale” . . . 


LIVESTOCK-MARKETINO ASSOCIATIONS 

livestock producers have been cooperating in marketing and 
purchasing for more than 1 50 years. In the latter part of the eight- 
eenth century farmers assembled their cattle in herds for driving 
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to the markets along the Atlantic coast. Welsh settlers near Gran- 
ville, Ohio, organized the Licking Exporting Co. in 1 820j animals 
were driven to Sandusky, Ohio, slaughtered and packed for ship- 
ment by boat to Montreal. About i860, 17 farmers in Bureau 
County, 111 ., organized for selling hogs at auction. 

Available records indicate that the Goodlettsville Lamb and 
Wool Club, Goodlettsville, Tenn., is the oldest of the existing 
organizations for selling livestock cooperatively. The club was 
formed, about 1877, because farmers were dissatisfied with the flat- 
price system of the drovers who bought at the farms. Producers 
brought their lambs to town on a fixed date. A committee sorted 
and graded the animals and each lot was sold to the highest bidder. 

The first of the shipping associations, which have been an im- 
portant factor in livestock marketing since 1915, seems to have 
been the Farmers Shipping Association, Superior, Nebr., organized 
in 1883 by farmers on both sides of the Nebraska-Kansas line. 
The first car of livestock was sent to market in January of 1883. 

As early as 1889 an effort was made to establish cooperative 
selling at the terminal markets. The American Live Stock Com- 
mission Co., with an authorized capital of $100,000, was formed 
with the State Farmers Alliance of Kansas, Nebraska, and Mis- 
souri, and the Kansas State Grange among the shareholders. The 
company began business in May 1889. Operating offices were 
opened on the Chicago, Kansas City, St. Louis, and Omaha mar- 
kets. During 1890, 327,884 animals were handled and selling 
commissions amounted to $101,347. Because of difficulties with 
regard to membership in the livestock exchange the cooperative 
closed its doors about December i, 1 890. 

A second attempt at cooperative selling on the terminal markets 
was made in 1907 by the Cooperative Live Stock Commission Co., 
which began business at the Chicago and Kansas City yards on 
September l, and later at the South St. Joseph yards. Despite 
bitter opposition from private interests business was continued to 
the close of 1909. The first of the existing cooperative associations 
for selling livestock on the terminal markets was the Farmers 
Union Live Stock Commission established at the Omaha stock- 
yards in 1917. 

Cooperative livestock shipping associations increased rapidly 
during the period from 1915 to 1924. Since 1924 there has been a 
decline in number of associations, in membership, and in number 
of animals handled. This has been because of several factors, in- 
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eluding increased facilities available to individual farmers for 
reaching the terminal market, the establishment in producing areas 
of concentration yards at which sales are made, and an increase in 
direct buying by packers. 

Terminal Marketing Agencies 

The marketing of livestock through terminal sales agencies has 
been increasing since 1917 when the first of the existing agencies 
was organized. At the close of 1922 there were 1 6 agencies operat- 
ing which handled that year more than 4,800,000 animals. The 
average number of animals handled during the 5-year period, 
1930-1934 inclusive, was 13,265,875. By the close of 1934 there 
were 44 agencies. . . . 

There are two cooperatives engaged in operating plants for 
slaughtering, processing, packing, and marketing mfeat. The 
Fergus Cooperative Packing Co., Fergus Falls, Minn., was or- 
ganized in 1919. In 1933 about 2,000 Michigan farmers who had 
been persuaded to take stock in a packing plant found it necessary, 
if they were to save their investment, to take over the plant. As a 
result they formed the Detroit Packing Co., a Michigan coopera- 
tive corporation. 

There were 1,197 farmers’ associations of all kinds handling 
livestock at the close of 1934. These associations had an estimated 
total business for the year amounting to $I75,000,0CX). Ninety- 
two per cent of the associations were in the 12 North Central 
States. These associations were credited with 89 per cent of the 
total business. . . . 

TOBACCO-MARK-ETING ASSOCIATIONS 

Cooperative tobacco marketing seems to have first developed 
during the depression of 1873. A few warehouses were built in 
Kentucky under grange leadership} tobacco growers in West 
Springfield, Mass., held a meeting at which they decided to sell 
direct to the manufacturers. 

A second movement toward cooperative marketing occurred in 
1902-1904. Twenty local assodations in Wisconsin built ware- 
houses to handle the annual crops. Associations were also formed 
in Tennessee and Kentucky. The American Society of Equity lent 
its aid by building warehouses for storage. The Planters’ Protec- 
tive Association, formed in the Dark Tobacco district of Tennessee 
and Kentucky, operated for 10 years. During this time the asso- 
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ciation handled from 30 to 40 thousand hogsheads of tobacco 
annually. 

The third wave of interest in the cooperative marketing of 
tobacco came with the close of the World War. The Maryland 
Tobacco Growers Association was organized in 1906 and began 
operating in 1919. The depression of 1920 carried the price of 
tobacco to a low level and growers again turned to the idea of 
cooperative marketing. With the aid of bankers, businessmen, and 
others, vigorous membership campaigns were conducted in behalf 
of large-scale centralized associations. During 1921, 1922, and 
1923, six associations with a combined membership of approxi- 
mately 280,000 were formed. Three of these were larger than 
any cooperatives heretofore organized in America. The members 
were under ironclad contracts to deliver tobacco for 5 or 6 years. 
Seven associations received more than 700,000,000 pounds of the 
1923 tobacco crop, 46.2 percent of the total crop. 

The larger of the large-scale associations operating in Virginia, 
North Carolina, South Carolina, Tennessee, and Kentucky ac- 
quired facilities, such as packing sheds, warehouses, and redrying 
plants, for handling the tobacco delivered by the members. After 
1923 a smaller quantity of tobacco was received by the associa- 
tions each year and following the expiration of the 5-year and 
6-year contracts less than 2 percent of the total crop was delivered 
to the associations. 

There was a revival in interest in cooperative marketing in 
1930. Five thousand producers in South Carolina formed an asso- 
ciation with headquarters at Florence. Two associations were 
started in southern Virginia and several in Tennessee and Ken- 
tucky. Seven associations handled nearly 60,000,000 pounds of 
tobacco of the 1931 crop. 

There were 16 associations operating during the 1934-35 mar- 
keting season. Two of these, the Maryland Tobacco Growers As- 
sociation, Baltimore, Md., and the Northern Wisconsin Coopera- 
tive Totacco Pool, Madison, Wis., have been active for 16 and 
13 years, respectively. Seven associations operating on a large scale 
handled more than 61,000,000 pounds of the 1934 tobacco crop. 
The 16 associations reported a membership estimated at 50,000 
and transacted business amounting to more than $7,500,000 dur- 
ing the 1934-35 marketing season. 

The most recent development in cooperative tobacco marketing 
is the Farmers^ Cooperative Tobacco Manufacturing Association, 
Inc., Danville, Va., which is manufacturing the tobacco delivered 
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by its members into cigarettes. The association was organized in 
1932 and has 450 members. 

WOOL AND MOHAIR COOPERATIVES 

Farmers and ranchmen have cooperated in selling their annual 
clips o£ wool for many years, probably for a much longer time than 
available information indicates. The almost nonperishability of the 
product, making hurried marketing unnecessary, has favored joint 
marketing enterprises which include the fleeces from many pro- 
ducers. The larger lots of wool have generally attracted more 
buyers, and hence a better market for the seller. 

Practically all the early attempts to handle wool cooperatively 
were local efforts, made with little, if any, thought of serving the 
producers of more than a small area. Many w'ere informal organ- 
izations coming into existence when wool shearing began and 
continuing until the clip was sold. Membership included all who 
desired to participate. 

One of the earliest organizations for which definite Information 
is available is the Goodlettsville Lamb and Wool Club, Goodletts- 
ville, Tenn., formed in 1877. The club undertook to eliminate the 
evils of farm-to-farm buying by private dealers, by assembling the 
lambs and wool in pools in order to attract a greater number of 
buyers and develop competition. This activity has continued until 
the present, about 8,cx)0 pounds of wool being assembled each year. 

The Putnam County Wool Growers Association, Greencastle, 
Ind., was formed in 1885 and continued until 1931. Any farmer 
who wished to list wool for sale could do so. Each lot was handled 
separately, the cooperation being mainly in the ‘^listing” and in 
efforts to attract buyers. 

Seven hundred wool producers in Montana, Idaho, Wyoming, 
Colorado, and Utah set up a terminal-market sales agency, the 
National Wool Warehouse & Storage Co., in Chicago in 1909. 
Wool was received for storage or for sale on consignment j sacks 
and twine were purchased for patrons. The company operated 
until 1923, when it was succeeded by the National Wool Exchange 
with headquarters in Boston. This latter association gave way in 
1929 to the present National Wool Marketing Corporation. . . . 

COOPERATIVE PURCHASING OF FARM SUPPLIES 

For many years fanners have banded in small and large groups 
for obtaining needed supplies. The earliest association for which 
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the Cooperative Division has information in its files was organized 
in 1863, at Riverhead, N. Y. This association has 55 members and 
reported business to the amount of $25,000 for 1934-35. A second 
association at Fontana, Kans., was formed in 1872. During the de- 
pression years of the early seventies, hundreds of newly organized 
subordinate granges directed their attention to cooperative buying. 
Among the grange stores still active is one at North Jay, Maine, 
which had 340 members in 1934. 

Beginning in 1905, according to the records of the Cooperative 
Division, the number of associations for cooperative buying in- 
creased steadily until 1922, when there were approximately 1,500 
active organizations. Each year from 1923 to 1925 there was some 
decline in the number of associations. Since 1925 there has been an 
increase in the number of functioning organizations. 

Cooferative Purchases by Farmers 

The changes in cooperative purchasing during the decade from 
1919 to 1929 are revealed by data collected in the agricultural 
censuses of 1919, 1924, and 1929. Approximately 330,000 farm- 
ers, 5.1 percent of those included in the census of 1919, reported 
the purchase of supplies to the value of $84,600,000. Five years 
later 5.7 percent of the farmers were buying from, or through, 
cooperatives but the amount of such business had dropped to $75,- 
970,000, partly because of a change in the price level. By 1929 
the percentage of farmers reporting cooperative buying had risen 
to 6.5 percent, and the amount of the purchases to $125,000,000. 
Part of this increase was, of course, due to a higher price level. 

The percentage of all farmers purchasing cooperatively in- 
creased in 33 of the 48 States and decreased in 14 during the 10- 
year period. In Oklahoma the percentage in 1929 was the same 
as in 1919. The States which showed a consistent gain from 1919 
to 1924 and from 1924 to 1929 were New Hampshire, Massa- 
chusetts, Connecticut, New York, Ohio, Indiana, Illinois, Michi- 
gan, Louisiana, Nevada, Oregon, and Washington. In three States, 
North Carolina, Nebraska, and Colorado, there was a decline in 
percentages for both 5-year periods. 

More than 15 percent of the farmers in Michigan, Minnesota, 
Iowa, and Washington were buying cooperatively in 1929. In 
nine States, Maine, New Hampshire, Massachusetts, Rhode Is- 
land, New Jersey, Delaware, West Virginia, Alabama, and Mis- 
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sissippi more farmers were buying cooperatively than were selling 
cooperatively in 1 929. 

... In 783 counties, more than 10 percent of the farmers 
reported buying from or through cooperatives; in 257 counties, 
more than 20 percent; in 86 counties, more than 30 percent; in 
28 counties, more than 40 percent; and in 7 counties, more than 
50 percent. . . . 

Active Purchasing Associations 

Data collected by the Cooperative Division indicates that there 
were 1,906 active associations in 1934-35 marketing season, with 
an estimated membership of 790,000, and that business to the 
amount of $187,000,000 was transacted. More than 60 percent 
of the associations, with about two-thirds of the total membership, 
were located in the 12 North Central States. About one-half of 
the total amount of cooperative buying is credited to these asso- 
ciations. 

Between a fourth and a third of the buying associations are 
primarily engaged in the distribution of petroleum products. 

The States with the larger number of associations were Minne- 
sota, Wisconsin, New York, and Nebraska. Ranked according to 
membership, the leading States were Minnesota, Illinois, Indiana, 
Massachusetts, Wisconsin, Iowa, and Nebraska. New York led 
all the States in the value of supplies purchased, with Massachu- 
setts second, and Minnesota and California in third and fourth 
places, respectively. . . . 

In addition to cooperative buying by associations set up for that 
specific purpose, approximately 40 percent of the marketing asso- 
ciations are engaged in buying supplies for their farmer members. 
Considerable quantities of fertilizer, dairy and poultry feeds, 
seeds, containers, coal, and petroleum products are purchased. It 
is estimated that this side-line activity amounted to $90,000, CXK) 
during 1934-35. The sum total of cooperative purchasing by farm- 
ers through marketing and purchasing associations is estimated at 
more than $250,000,000. 

ASSOCIATIONS PROVIDING BUSINESS SERVICES 

There are, in addition to the farmers’ associations engaged in 
marketing farm products and purchasing farm supplies, several 
thousand organizations for furnishing essential business services to 
those in agriculture. These associations consist of groups of farm- 
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ers organized for the purpose of working together in various pro- 
duction operations, for providing themselves with credit on a 
cooperative basis, for carrying their insurance risks cooperatively, 
for providing themselves on a cooperative basis with telephone 
service, electricity for light and power, and with transportation for 
the movement of crops to market and supplies to farms. 

Among the cooperatives for aiding in production are 793 
( 1 934) herd improvement associations and 351 associations for the 
joint ownership of bulls. There are associations for the ownership 
of farm machinery such as threshing machines, silo-filling outfits, 
and machinery for terracing to prevent soil erosion. Frequently the 
cooperatives operate the machines as well as own them. About 40 
associations for the prevention of erosion have been formed within 
the last 2 years. 

There are 2,000 or more associations for the purpose of irrigat- 
ing or draining farm land. These are located largely in States to 
the west of the Mississippi River. 

Farm Credit Associations 

Credit is one of the pressing needs of the farmer, particularly for 
the purchase of land, the erection of buildings, the production of 
crops, the marketing of products, and the purchase of farm sup- 
plies. For his assistance in meeting these needs, a comprehensive 
system has been developed. This system, under the supervision of 
the Farm Credit Administration, includes farm-loan associations 
through which the farmer can borrow for land and buildings, 
production-credit corporations to loan for production purposes, 
and banks for cooperatives to provide loans for marketing pur- 
poses and the purchase of farm supplies. There are approximately 
5,000 farm-loan associations, with farmers as members and offi- 
cers, 559 production-credit associations. Twelve Federal land 
banks provide funds loaned through national farm-loan associa- 
tions. A like number of Federal intermediate credit banks serve 
as banks of discount for production-credit associations and other 
financing institutions, while 12 district banks for cooperatives and 
a central bank in Washington, D. C., provide credit for coop- 
eratives. 

Loans by the banks for cooperatives through December 31, 
1935, were $133,863,143, and total loans outstanding on that date 
were $50,013,329. 

More than i,ioo credit unions have been chartered by the 
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Farm Credit Administration since the passage of the Federal 
Credit Union Act in June, 1934. These Unions, with more than 
3,000 chartered under State statutes, have a total membership 
in excess of 1,000,000 and report savings amounting to ap- 
proximately $100,000,000. 

Farmers^ Mutual Fire Insurance Companies 

Farmers’ mutual insurance companies have been in operation 
for more than a century. The early companies provided coverage 
for farm buildings against fire. Today there are farmers’ com- 
panies for supplying windstorm insurance, hail insurance, live- 
stock insurance, automobile insurance, employees’ liability insur- 
ance, and life insurance. Thought is being given to the possibilities 
of insurance against crop failure. Approximately 1,900 farmers’ 
mutual fire insurance companies are operating. 

Cooperatives for Supplying Light and Power 

There are perhaps 50 farmers’ associations for supplying their 
members with electricity for light and, or, power on a cooperative 
basis. A few associations have set up their own power plants, but 
more frequently current is bought at wholesale from existing 
utility companies and cooperative methods used in the construc- 
tion and upkeep of a system for distributing the current. 

Formal and informal farmers’ telephone systems operated on 
a cooperative basis are numerous in many rural sections. Some of 
these systems are complete with switchboard and trunk lines, 
others tie in with urban companies upon which they depend for 
switchboard and long distance service. There are several thousand 
of these farmers’ mutual companies. 

Cooperative Trucking Associations 

A comparatively recent development in the farmer cooperative 
service field is the trucking association. These have been organized 
by those interested in moving crops to market as economically as 
practicable and in bringing to the farms supplies needed for carry- 
ing on production. Milk producers and livestodk producers have 
been active in setting up such organizations. A rough estimate is 
that there are more than a score of operating associations. 

Several associations have been formed by groups of cooperatives 
for furnishing auditing service on a cooperative basis. There is at 
least one cooperative for supplying local associations with manage- 
ment servia. 



Farmers’ Marketing and Furchasing Associations" 

NUMBER 1 ESTIMATED MEMBERSHIP/- » AND ESTIMATED BUSINESS/ BY SPECIFIED GROUPS, GEOGRAPHIC DIVISIONS 



® Quoted with permission from “Statistics of Farmers’ Marketingand Purchasing Cooperatives, 1938-39 Marketing Season,” by R. 
Elsworth, Misc. Report No, ar. Farm Credit Administration, Washington, February, 1940. 
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The Future of Cooperation® 

A reappraisal of the present status of cooperative marketing is 
essential to anticipate the forces which will mold the movement in 
the future. One outstanding feature of the present-day status of 
cooperative marketing is its youthfulness. Few local organizations 
were in operation before 1880, and most central marketing associa- 
tions appeared after 1921. Since these dates, however, the individ- 
ual associations have had a wide range of experience in the use of 
membership contracts, sales operations, plans of organization, 
membership relations, and other problems peculiar to cooperatives. 
Out of this welter of experience many strong organizations have 
emerged that give promise of greater service to their members in 
the future. Cooperative marketing, cooperative purchasing, con- 
sumers’ cooperation, as well as cooperation in the fields of credit, 
insurance, and other “service” fields have been preparing the 
ground up to now and may be expected to blossom forth and bear 
larger fruit in the years ahead than has been yielded to date. 

Developments in agricultural production, governmental inter- 
vention in agricultural marketing, increasing efficiency of private 
competitors, and changes in transportation and communication 
will afiFect the organization and operating practices of marketing 
associations. It is almost a certainty that at no time will all farm- 
ers belong to marketing or purchasing associations or all consumers 
to cooperative retail and service organizations. Hence, two systems 
of distribution, the private and cooperative, will continue to com- 
pete with one another, each acting as a check and balance upon 
the other, and both striving for greater efficiency in the battle of 
competition. 

The authors do not wish to appear oracular in writing about 
the future of cooperative marketing in America. The manifold 
economic forces that will mold the cooperative movement in the 
future are largely a matter of conjecture. Before enumerating 
the forces which will affect the growth of the movement and the 
developments that may transpire, it is well to consider some of the 
outstanding features of its present-day status. 

The cooperative marketing movement is still in its infancy com- 

* Quoted, with permission, from Eeonomia of Cooferatioe Marketing, by Henry 
H. Bakken, M.A., and Marvin A. Schaars, PhJ)., McGraw-Hill Book Co., Inc., New 
York, 1537, pages 54-S-553- 
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pared with, the private commerdal organizations and the move- 
ment includes only a small percentage o£ the total number of 
producers of the country. Only a very small percentage of all farm 
products is sent all the way through the trade channels from pro- 
ducer to retailer or from producer to final processor, although 
practically every type of commodity is handled or processed by a 
cooperative during some stage of its distribution. 

The movement has been given legal sanction through wide- 
spread enabling legislation and decisions of the highest courts of 
the country. It has received positive endorsement, promotion from 
state and federal authorities, and encouragement everywhere by 
leading citizens and civic institutions. Cooperative organizations 
have been freely given financial assistance, legal advice, and eco- 
nomic counsel from public supported commissions, educational 
institutions, and agricultural departments. 

Associations within the movement readily pass on to other asso- 
ciations information relating to their operation and management. 
National and international institutes and conferences are arranged 
for this purpose. Such contacts tend to create an esfrit de corps 
that leads to a certain solidarity within the movement. Education 
has been adopted as the surest means of perpetuating the coopera- 
tive principles. Repeated attacks by private dealers have often 
helped to unify what might have been discordant elements in an 
eflFort to meet their mutual opponents. 

There is a considerable amount of competition and rivalry 
among cooperatives which is particularly true of local assodations. 
The trend toward federation lessens the severity of local competi- 
tion because it calls for unified effort with a common program. 
There are many benefits of a central organization such as the 
elimination of duplication and waste in the assembling and process- 
ing of farm products near the point of production. The Federal 
Farm Board was influential in organizing national cooperative 
companies whose purpose it is to tmify the cooperative sales com- 
panies and coordinate their efforts in the interest of a particular 
commodity group. The Farm Credit Administration affects the 
control of agricultural credit, and, consequently, its influence helps 
to avoid cross purposes and conflicts within the movement although 
no managerial responsibilities are assumed. 

Changes in the organization of cooperative assodations may be 
expected. Improvements in transportation and communication will 
most likely cause local assodations to expand so as to include man- 
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bers within a larger area of production. Local associations, instead 
of identifying themselves with individual shipping points, will 
widen to include several shipping points. Small regional associa- 
tions embracing part or entire counties will undoubtedly be more 
common in the future. This change is definitely under way in the 
dairy regions where consolidations of several creameries and cheese 
factories are being efltected. County-wide associations of livestock 
producers also illustrate the modern trend in the cooperative 
movement. 

As cooperative associations become older, the number of stock- 
holders that have moved away from the community, retired from 
farming, or deserted the cooperative increases. This results in a 
smaller percentage of stockholder members controlling the affairs 
of the cooperative. As the percentage of patron-members decreases, 
the democratic aspects of the association tend to disappear. Conse- 
quently, a reorganization of cooperatives will be necessary, espe- 
cially if loans are requested from federal agencies, because such 
loans today require that 50 per cent of the cooperative’s business 
must come from patron-members. In all likelihood the revolving 
plan of stock ownership will be used by more associations in the 
future than today in order to vest the control in the hands of those 
who use the association. 

AGRICULTURAL PRODUCTION AND COOPERATION 

Future reorganization in industrial and agricultural production 
will probably be a major factor changing the character of the co- 
operative movement. The cooperative business institution of today 
is fundamentally an outgrowth of the small-scale unit farming 
system. It enables small producers to apply mass distribution 
methods to their widely separated and individually operated farm- 
ing units. Will the American farms of the future be the small- 
scale, family-sized producing units as of the past, or will they be 
large-scale corporate or chain farms? If the former persist, as many 
believe they "mil, then the need for collective marketing will con- 
tinue. If “capitalistic” farming organizations predominate, we can 
expect less need for the local associations, although central market- 
ing associations will not be affected. Under the latter system, cen- 
tralized sales associations instead of federated sales organizations 
will be formed. The associations of the large livestock ranchers in 
the West and Southwest, of the citrus producers of the West, and 
the fox and fur ranchers of the North serve as examples. The large 
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producers, however, are generally less disposed to cooperate for 
marketing purposes. 

The extent and nature of governmental programs relating to 
agricultural production, marketing practices, and price fixing will, 
no doubt, have some effect upon cooperatives. In all probability 
the expressed purpose of the government is to increase the net 
agricultural income. If this materializes, many farmers who are 
members of cooperatives may in the future find less necessity for 
such relations. Today, either the state or federal government 
agencies fix the prices paid in many milk markets. (In late 1936, 
twenty-one states had laws on their statute books regulating milk 
marketing, many of which included provisions for fixing prices to 
producers and to consumers. The twenty-two states were: Ala- 
bama, California, Connecticut, Delaware, Florida, Indiana, Maine, 
Maryland, Massachusetts, Montana, New Hampshire, New 
Jersey, Oregon, Pennsylvania, Rhode Island, Utah, Vermont, 
Virginia, West Virginia, Wisconsin, Wyoming.) Extra persuasion 
is necessary under such conditions to convince farmers that as 
strong a farmers’ cooperative is needed now as before to adequately 
represent the producers’ interests in making price agreements. The 
effect which government price fixing may have upon the associa- 
tions that rely upon bargaining power solely is problematical. 
Some associations will most likely shift their emphasis from con- 
siderations of price to that of other marketing problems, such as 
hauling, credit, procurement of quality products and internal 
operating economies. 

Many cooperatives have exerted considerable influence over the 
production policies of their members, especially as they relate to 
the quality and kind of products to be delivered to the coopera- 
tive. This influence is illustrated in fluid milk markets by associa- 
tions that inaugurated the base-surplus plan as a method of paying 
for milk and reducing the great unevenness of production during 
the year. Other dairy associations have reduced the bacterial count 
in the milk through proper education of their members and 
through a scheme of differential payments. Many fruit and vege- 
table associations have been able to get their members to concen- 
trate upon the production of selected varieties. Such direct and 
indirect influence upon production will characterize the future. 

Since customs and practices of cooperative methods vary from 
period to period, laws pertaining to cooperatives may likevtise 
change to meet the newer probleir^. In 1936 thirteen states per- 
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mitted voting on a participation basis. The other thirty-five states 
still limit ail voting in cooperatives to a one-man, one-vote basis. 
It is anticipated that amendments will be made to many state laws 
in the future modifying the plan of member representation. 

EFFICIENCY VS. NARROWER MARKETING MARGINS 

The cooperatives of the future may center more attention upon 
efficiency in marketing services than upon patronage dividends and 
price comparisons, although today many members judge the suc- 
cess of their associations by the amount of the patronage dividend 
declared. As cooperatives become more numerous and successful, 
the margin upon which private competitive dealers operate tends 
to narrow thus making it more difficult for cooperatives to show 
the comparatively greater financial results that they have in the 
past. It is reported in the South that the spread between prices paid 
at interior markets and at central markets for cotton has been 
greatly narrowed since the cotton cooperatives started in 1921. 
Comparable reports emerge from dairy, livestock, and grain pro- 
ducing regions. In early years emphasis was placed upon the spread 
in price between local and central markets. Often these spreads were 
so great and the results of cooperatively selling so impressive that 
it provided a strong incentive for collective action. In more recent 
years, the spectacularly wide spreads are exceptional. Greater in- 
terest on the part of unaffiiliated locals in central marketing associa- 
tions, in expanding the uses of their products, in widening market 
outlets, in integrating marketing operations, and in accomplishing 
internal operating efficiencies may be developed as a result of more 
severe competition. 

The efficiency of established cooperatives has tended to cause 
buyers of farm produce to pay prices comparable to the net returns 
obtained by members of cooperatives and has caused sellers of 
farm supplies to reduce their prices to the level of the prices 
charged by farm purchasing associations. Competitors of coopera- 
tives have found it necessary to become more efficient or to operate 
on smaller margins. Thus, the cooperative has extended the bene- 
fits of cooperation to nonmembers as well as members. Agriculture 
in general is benefited. As a result many producers have felt no 
need for joining a cooperative. The future extension of the selec- 
tive membership principle may result in fewer individuals belong- 
ing to cooperative enterprises, but the quality of the membership 
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will be improved to such an extent that the disadvantage in the 
reduction in numbers will be compensated. 

It is not anticipated that all farmers will belong to cooperative 
marketing or purchasing associations. From a purely practical 
point of view, it is better to have the extreme individualists on the 
outside rather than on the inside where they may be ever-disturb- 
ing elements. As long as the institutions of free enterprise and 
individual liberty continue in this country, some producers will 
prefer to remain outside the cooperative movement. Their wishes 
should, of course, be respected. In countries where the cooperative 
is further developed than in the United States, many farmers are 
found who do not belong to a cooperative. 

COOPERATION BETWEEN PURCHASING AND SALES ASSOCIATIONS 

The cooperative purchasing movement has made considerable 
progress during the recent years of depression, although the 
amount of business at wholesale and retail is a very small portion 
of the total. Much of this movement is confined to retailing. In all 
likelihood the future may witness a closer working relationship 
between the producers’ sales associations and the purchasers’ co- 
operatives. That such a working relationship may be for the mutual 
advantage of both groups is entirely possible. The experience of 
the British cooperative consumer movement leads one to conclude 
that greater economies and larger social values are achieved when 
strong consumer cooperatives and strong producer marketing co- 
operatives operate than if the consumer cooperatives themselves 
operate agricultural enterprises. Organizations of producers for 
marketing and of consumers for purchasing recognize fundamental 
interests of members and will in all probability characterize the 
development in the future. Today the cooperative marketing asso- 
ciations are handling considerably more products than the existing 
consumer organizations require, but in years to come, larger sales 
to the consumers’ groups will very likely be made. 

THE EFFECT OF RURAL EDUCATION 

The number of form boys and girls that complete primary 
schools, go to high schools, and attend colleges is increasing every 
year. Such general increase in the education of the rural youth 
augurs well for the cooperative movement. The large number of 
young men from the farms that attend the short courses of agri- 
culture in agricultural schools may provide many of the future 
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leaders for the movement. General education of both the prospec- 
tive members and potential leaders in the cooperative movement 
should insure better members, objectives, and more permanent 
institutions. A number of studies on membership relations indicate 
that educated farmers are generally better members than farmers 
who have not had the advantages of a formal education. Intelligent 
leaders supported by intelligent followers strengthen any move- 
ment. 


EXPERIENCE AN0 THE FUTURE 

Any new undertaking has its “growing pains,” its mistakes, its 
failures, and its successes. The cooperatives have had their share 
of these experiences. One can legitimately claim larger future 
possibilities for the movement in general than have already been 
experienced by many individual associations in the past. The pro- 
ductivity of a mature institution is obviously increased with its age. 
Fewer failures should be experienced if the lessons of experience 
are heeded. 

No doubt, some fraudulent cooperatives will appear to capitalize 
upon the good name of the movement. The movement will always 
appear attractive to ulterior-minded individuals in society, and its 
leaders will have to be alert at all times in guarding against the 
selfish motives of unscrupulous individuals. Such, however, can be 
reduced to a minimum if the individual states will set up function- 
ing “councils of cooperatives” from which endorsements In the 
nature of “certificates of necessity” must be procured before any 
new associations are launched. 

New types of cooperative associations will continue to make 
their appearance. Such will be true especially in the fields of 
“service” cooperatives. Cooperative insurance companies — ^life, ac- 
cident, automobile, fire, theft, and hail — ^burial associations, hous- 
ing associations, laundries, restaurants, savings banks, credit unions, 
medical and hospital associations, legal associations, electric and 
gas associations, transportation, communication, and irrigation or- 
ganizations will be found in all probability in increasing numbers in 
the future. Many of these have been started since 1930 and, based 
on their experiences within the past several years, promise to ex- 
pand considerably in the years ahead. 

Among the “service” associations which may become important 
to agricultural producers in the future are the credit unions. These 
unions are patterned after the Raiffeisen associations of Germany 
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where they serve principally the rural population. The credit 
unions in the United States have made their greatest advance in 
urban centers, but expansion in rural areas is also predicted. The 
credit unions may, likewise, organize their own banks to hold and 
utilize the surplus funds of the individual unions. The develop- 
ment in credit union banking foreshadows a cooperative banking 
system which may ultimately serve all types of cooperative asso- 
ciations. Such a system would be the counterpart of the private 
banking system which has developed in this country to serve pri- 
marily private commercial and industrial concerns. 

In the next two paragraphs Dr. Knapp states what he believes 
to be the chief considerations influencing the future of farm supply 
associations. 

Leaders In the cooperative farm-supply movement do not believe that 
the time will soon come when farmers will buy all supplies coopera- 
tively, Rather it is their view that cooperative purchasing associations 
will continue to develop only to the extent that the benefits of coopera- 
tive purchasing can be clearly demonstrated. In a number of areas there 
has been a noticeable increase in the efficiency of commercial competi- 
tors owing to the presence of efficient cooperative purchasing associa- 
tions, which may be likened to the improvement of operating practices 
of local merchants which has been due to the competition of chain 
stores and mail-order houses. These cooperative purchasing associations, 
by Injecting more competition into farm-supply distribution, have thus 
performed a general service for the agricultural industry in that they 
have reduced the general cost of farm supplies and brought about a 
general improvement in quality and service. With the improvement in 
competitive agencies, it becomes increasingly difficult for cooperative 
purchasing associations to expand their direct field of service. At the 
present time, however, there is a broad field in which properly organized 
and well-operated cooperative purchasing associations can expand since 
such associations have demonstrated that they can operate as efficiently 
as commercial concerns. Any appraisal of the future place of coopera- 
tive purchasing associations In the distribution of farm supplies must 
furthermore take into consideration the fact that there are certain non- 
commercial satisfactions that farmers derive from belonging to their own 
organization. 

The future of cooperative purchasing of farm supplies in the United 
States will no doubt be closely related to the future of cooperative mar- 
keting since cooperative purchasing and cooperative marketing are both 
designed to make the farming enterprise more successful. While co- 
operative purchasing endeavors to provide a more economic source of 
farm supplies, cooperative marketing endeavors to secure a more effident 
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system for selling farm products. In many cases cooperative purchasing 
and cooperative marketing have been carried on jointly by the same 
agency in a very satisfactory manner. An expansion of such joint opera- 
tion is to be expected, although there will no doubt continue to be many 
strictly purchasing and strictly marketing associations.^ 

This treatise on “The Economics of Cooperative Marketing” is 
an attempt to appraise the cooperative movement as a means to 
attaining a more abundant material wealth and a richer spiritual 
life. Those who aspire to greater perfection in the organized rela- 
tionships of man in his struggle against economic scarcity and social 
insecurity may find some encouragement in these pages. The fore- 
sight and indefatigable efforts of large groups of socially minded 
people who have worked and learned and profited from collective 
action have made this publication possible. 

We hope this book will inspire others to press on in their investi- 
gations of the less well-known phases of this subject in order that 
its fullest potentialities may be discovered. 

* Knapp, Jos. G., Improving- Farm Efficiency through Cooperative Purchasing, the 
Journal of Business of the University of Chicago, Vol. 9, No. 4, pp. 311-12, October, 
1936. 
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CHAPTER X 


THE EVOLUTION OF COOPERATIVE BANKING 


Historical Survey of the Ancestry of Modern Financial 

Cooperatives 

in Europe’- 

Any substantial social, political or economic change is generally 
preceded by some -wanting concerning it. It is much easier to put a 
new notion on paper than it is to make it work. . . . True, there 
was some experimentation with cooperation at Huddersfield in 
England as early as 1827, but it remained for the consumers’ 
cooperative movement in England to be truly founded by the 
weavers of Rochdale under the leadership of Charles Howarth 
in 1844. 

. . - Meantime France had produced some men who were 
thinking in terms of cooperative effort: Buchez (1796-1865), 
Proudhon (1809-1865) and Louis Blanc (1811-1882) made pio- 
neering contributions to the cooperative literature of their day. 
Getting a bit closer to the credit union, we find that in Brussels in 
Belgium, Frangois Haeck in 1848 founded a credit society which 
was essentially cooperative and he actually called it a “credit 
union.” 

Our real ancestry, however, is distinctly German. Victor Huber^ 
who lived from 1800 to 1869 -wrote of cooperation in Germany j in 
fact one of his early treatises was entitled “Credit Unions and 
Loan Unions.” He, as it were, played the overture to the great 
drama of cooperative action which was about to be enacted. And 
the two great players were Herman Schulze-Delitzsch (r8o8- 
1883) and Frederick William Raiffeisen (1818-1888). Both ex- 
perimented successfully with cooperative credit j both evolved 
types of successful cooperative credit societies capable of rapid 

^ Quoted, with permission, from Ct^m Mmerg^Sy 4th edition, by Boy F. &!rg«ngiTO, 
Credit Union National Assodation, Madison, Wk* 1939, 
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duplication eventually, not only in Germany but in all parts of the 
world. It is far beyond the scope of this book to conunent on these 
outstanding founders of the cooperative credit movement. In vari- 
ous chapters of a most interesting book entitled Rural Credits by 
Myron T. Herrick (published by D. Appleton & Company in 
1916) will be found, in some detail, accounts of the work of these 
men and a comparison of the types of cooperative credit which they 
produced. Suffice it for this volume that it is primarily to the work 
of Raiffeisen that we in America have turned for our guidance and 
inspiration. 

Before leaving Germany, it may be of interest to note again the 
economic conditions which gave such impetus to this development: 
it was a time of famine and Raiffeisen was driven, as were the 
Rochdale weavers, to his experiments with cooperation, in a des- 
perate effort to find some way of economic relief for his people in 
the little town of Flammersfeld where he was mayor. Again co- 
operation was resorted to as a sort of final hope for the people who 
had reached the ultimate of economic distress. Nor have I any pur- 
pose to summarize, first, the gradual spread of credit union opera- 
tions in Germany between the time of the early Raiffeisen experi- 
ments in 1848 until the time of his death in 1888. During this 
period he organized 425 credit unions and was also instrumental 
in the development of a central union of his societies. After 1888, 
the spread to other parts of the world was very rapid. There is an 
excellent account of it in Professor Tucker’s book. The Evolution 
of Peofle's Banks. 

We will, however, tarry in Italy for a paragraph primarily 
because many of the modifications of the original Raiffeisen co- 
operative credit society first adopted in Italy are incorporated in 
our own form of credit union. It was on May 25, 1866, that Luigi 
Luzzatti organized the first Italian cooperative bank at Milan j the 
subsequent Italian development was due primarily to the sustained 
interest in this subject on the part of Luzzatti (several times Min- 
ister of Finance) and similar practical interest in applied coopera- 
tive banking developed by ijeone Wollemborg, one time Prime 
Minister of Italy. 

I have \fisited with the President of the central bank of seven- 
teen thousand Japanese credit unions and have contacted aedit 
unions and central banks of credit unions in Germany, Holland, 
Switzerland and Belgium. Throughout this spread of cooperative 
credit, between the end of Raiffeisen’s active career in 1888 imtil 
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the beginnings of credit union development in Quebec in 1900, a 
constant perfecting process went on 5 credit unions increased and 
multiplied in number, membership and assets until at one time 
there were over fifty thousand cooperative credit societies in Ger- 
many alone. During this period (in 1910) Henry W. Wolff wrote 
an epoch making book, entitled. Peoples Banks. This volume had 
a profound influence; to it, for example, may be traced the early 
interest in cooperation aroused in Alphonse Desjardins of Mont- 
real, and Pierre Jay, in his Bank Commissioner’s Report for 1908 
(which preceded the enactment of the first cooperative banking 
law in the United States in Massachusetts in 1909) refers directly 
to the stimulation of his interest in this subject due to a careful 
reading of Wolff’s book. 


IN CANADA 

Desjardins brought the credit union to America. 

He was a journalist in Montreal and as early as 1 885 his interest 
in cooperative credit had been aroused by exposures as regards 
usurious money lending in that city. He spent years of study of 
the European precedents and organized his own first experiment in 
a very humble way in Levis in his home Province of Quebec, in 
1900. • . . Before his book was written in 1914, Desjardins was 
able to report the organization of one hundred and fifty credit 
unions in the Province of Quebec, none of which had suffered any 
losses. The most recent figures (supplied by the Statistical Year 
Book of the Province for 1937) list 234 credit unions, with 
49,890 members and resources of $10,846,755. The largest of 
them is still at Levis; they include credit unions of dty workers, 
of fishermen, of farmers and of pioneers in outpost settlements. 
This development is almost exclusively within parishes and carried 
on in cooperation with the local parish priests. Incidentally, the 
credit union movement in Quelle was the work of this one 
man.’ . . . 


IN THE UNITED STATES 

In 1908 Desjardins was invited to Boston, Massachusetts, to 
cooperate in the preparation of a bill whidi, enacted by the Massa- 
chusetts legislature of 1909, supplied the first working model for 
general state legislation having to do with cooperative linking in 
the United States. Desjardins, at this session, supplied the direct 
link associating the credit union in the United States to La Caisse 
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Populaire, as Desjardins had developed it in Canada after careful 
study and adaptation of the Raiffeisen Bank as modified in Italy 
by Luzzatti. The straight line of descent is quite obvious. 

Prior to this historic meeting, another great figure had stepped 
on the stage on which, now for three quarters of a century, great 
men have been unfolding this drama of cooperative credit. Edward 
A. Filene is a Boston businessman} more than that, he is a practical 
economist with an active and accurate vision. He has been iden- 
tified more definitely with forward thinking along economic lines 
during the past decade than have any of his contemporaries among 
outstanding American businessmen. Most of this time, because of 
persistent urging on his part that change be made in the way and 
manner of relating production to consumption and his sustained 
prophecy of great economic collapse if heed were not given to this 
need for readjusting the two, his thinking was not acceptable to 
dominant economic thought in America. , . . 

He first cooperated in the matter of bringing Desjardins to 
Boston to the all important conference with Bank Commissioner 
Jay} together they induced the Massachusetts Legislature to enact 
their credit union bill in 1909. 

The first stage of credit union development covers the period 
from the enactment of the law in Massachusetts in 1909 to 1921. 

During this period, there was practically no sustained effort di- 
rected towards national credit union development. New York 
(1913) enacted a similar law and North Carolina followed suit 
in 1915} Texas and Wisconsin in 1913, Oregon, South Carolina 
and Utah in 1 9 1 5, and Nebraska in 1 9 1 9 enacted laws, all of which 
were so defective in their terms that by 1921 no credit union de- 
velopment at all had started in any of these states. Rhode Island 
enacted a law in 1914 and had organized three credit unions. The 
development up to that time had been confined practically to New 
York, Massachusetts and Rhode Island, and in 1921, at the end of 
this preliminary period, there were four states with effective laws, 
containing 190 credit unions, with a membership of 72,310 and 
resources of $10,084,862. . . . 

The Credit Union National Extension Bureau 

In 1921, Mr. Filene concluded that the time had come for the 
national extension of the credit union. . . . He associated with 
him in this effort the author of this book. . . . Finally, it was 
our purpose from the beginning to organize the Credit Union 
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National Association as a national union of the credit unions, 
as soon as the credit unions were numerous enough and had 
sufficient capital to warrant such action, and to turn over to 
the Association, when organized, the permanent direction of the 
cooperative credit movement in the United States. We appreciated, 
of course, that there would be other essential phases of our pro- 
gram — ^publicity, education, protection of credit unions from taxa- 
tion and unjust laws, and, above all, the business of finding men 
and educating and developing men to whom the permanent con- 
duct of the credit union movement could be safely transferred. 

On March ist, 1935, the Credit Union National Association 
took over the national direction of the credit union movement in 
the United States. . . . 

It is now possible to organize credit unions any place where the 
American flag flies, and in 41 states credit union organizers have 
the alternative of organizing either under adequate state or fed- 
eral laws. Our first objective in the Bureau is completed and we 
have learned the way and manner of credit union legislation. . . . 

So much for the first objective. The second may seem less ob- 
vious. We started in 1921 with 190 credit unionsj they now num- 
ber well over 3,000 and are increasing at the rate of 100 new credit 
unions a month. (In February, 1939, 103 new credit unions re- 
ported.) Their membership has increased from 72,000 to approxi- 
mately 750,000. When it is considered that it took 40 years to 
organize the first 425 credit unions in Germany (which developed 
subsequently to a total of more than 50,000 credit unions in that 
country), it is not an unduly optimistic estimate to assume within 
the next decade at least a hundred thousand credit unions in the 
United States. For the first 9 years of the Bureau, we averaged in 
the United States 122 new credit unions per annum j our present 
average is approximately twelve hundred per annum. We have 
overcome the sales resistance of the American people to coopera- 
tive credit and we have beaten down a tremendous initial inertia 
and have learned the way of mass production. 

We have evolved types of credit unions which can be applied to 
various urban groups, some of the experiments failing to work out 
efficiently and others proving a great success. There are, therefore, 
credit unions in factories, mills, and stores, among municipal, 
state, and federal employees, creffit unions of school teachers and 
within rural organizations; more recently, credit unions in small 
conununities to replace banks which have become permanent cas- 
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ualties of the depression. While the rural experiments are still in 
a developing, evolutionary stage, we are gradually producing a 
type of rural credit union capable of mass production. In industries 
we have reached the point of broad development; there are, for 
example, over a hundred credit unions of employees of Armour 
and Company, spread over thirty-eight states; of an average age 
of five years, they have already loaned over eight million dollars. 
Beginning with a credit union of employees of the Brockton Post 
Office in 1923 (which started with 12 members and $18.50) there 
are now over 200,000 postal employees in over 300 offices who 
have saved in their credit unions over eleven million dollars. I 
noted at the first meeting of the board of directors of the National 
Association, three of the members of the board sitting beside each 
other whose credit unions (the Municipal Credit Union of New 
York City, the eight credit unions within the New England Tele- 
phone & Telegraph Company, and the Credit Union Central 
Falls of Central Falls, Rhode Island) have respectively 22,000 — 
17,000 and 4,000 members, with resources of better than two 
million dollars each. 

Yet the plan works well in a creamery employee group in 
Kansas which has 29 members. 

It is now possible to say with accuracy that credit unions can be 
normally expanded during the next decade until every man and 
woman of the many millions in the United States who need credit 
union service will be included within the scope of some form of 
credit union organization. 

... In Illinois, Missouri, Minnesota, Massachusetts and New 
York, we carried on our original experimentation with league 
organization, the third objective. Without experience, we set up 
leagues before the credit unions in the given states were numerous 
or rich enough to support a reasonable budget. Many difficulties 
were encountered — ^but finally the five leagues became fully oper- 
ative. From their experience has come, in 1934, the organization 
of thirty additional state leagues; the complete operating person- 
nel of these leagues is contained in the appendix. The National 
Association has for its first and most important job the perfection 
of these leagues and the recruitment of the credit unions in these 
states to numbers capable, in each state, of maintaining a reasonable 
budget and operating program. 

. . . Finally the fourth objective seemed possible, the or- 
ganization of the Credit Union National Association and the 
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transfer of the credit union movement in the United States to the 
credit unions, properly organized to receive it. 

In the spring of 1934, a call was issued to a group of outstand- 
ing credit union leaders to meet at Estes Park, Colorado, at the 
Y.M.C.A. Conference Camp in the Rocky Mountains, between 
August 7 and 1 1 for the purpose of drafting a Constitution and 
by-laws for the Credit Union National Association. Such a meet- 
ing was held and the instrument was completed and signed on 
parchment by 52 credit union leaders from 22 states on August 
10, 1934. 

... On January 27, 1935, at the Kansas Citian Hotel at 
Kansas City, Missouri, thirty-eight of the forty-one members of 
the first National Board, representing 3 1 States and the District 
of Columbia, met and perfected the organization of the National 
Association. . . . Madison, Wisconsin was chosen as the location 
of the national office and the National Association took over the 
credit union movement officially on March ist, 1935, thereby 
bringing to an official close the work of the Credit Union National 
Extension Bureau. 

The People’s Banks in Many Lands* 

There remains now the problem of measuring the extent to 
which the idea of the people’s bank has spread around the world. 

Of the European countries, France has had probably the most 
checkered experience with urban cooperative credit. During the 
last seventy-five years there have been within her boundaries at 
least three different movements, whose purpose was to extend 
urban cooperative credit. 

The first of these was purely French. In 1848 Proudhon 
launched his “People’s Bank,” whose purpose was to regenerate 
mankind and whose achievement was to become bankrupt within 
a few months. Buchez popularized the idea of credit to labor. 
Therefore, probably we should count as an outgrowth of this 
earlier movement the much advertised Credit au Travail^ or Bank 
for Labor, though this institution was not started until 1863. Its 
manager was Beluze. Among its supporters were to be found men 
of the most diverse opinions} Royalists like Casimir-Perier, Cath- 
olic Conservatives like Cochin, Socialists like Louis Blanc, and 

“Quoted, with permi®ion, from The Evolution of Peofle’t Bants, by Ilonald S. 
Tucker, PhJJ., Columbia Univernty Press, New York, 191a, pages 2*7-137. 
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even the Nihilist, Bakunin. But within five years this institution 
also had failed and its creditors received but eighteen cents on the 
dollar. However, this first period was marked by some successes 
as well as by these two failures. Among these less advertised but 
genuinely successful banks are to be counted, (a) The Provident 
Aid Bank founded at Limoges in 18305 (b) The Fraternal Bank 
for Small Commerce, founded at Cognac in 18485 and (c) The 
Bounard Exchange Bank of Marseilles, founded in 1 849. 

The second period started with the introduction of the Schulze- 
Delitzsch bank from Germany only five years after the first bank 
had been started there. In 1857 nine grape growers and artisans 
living in Montreuil and Vincennes organized the Banque de 
SolidaritS Commerciale. Their meetings were held in secret and 
the greatest pains were taken to prevent surprise by government 
spies or police. Such association was criminal under the second 
empire and a peaceful workingman had been arrested simply be- 
cause he was the manager of a workingman’s society. How much 
business could be done imder these circumstances is not explained. 
But the repression and secrecy had their natural efEect. Within 
several years, there were reported to be fully two hundred of these 
people’s banks. But apparently the more liberal atmosphere of the 
republic destroyed their cohesiveness, while the unpopularity after 
1870 of all things made in Germany, caused a loss of interest, for 
none of these early Schulze-Delitzsch banks has survived. 

The third movement came from Italy and it is these Luzzatti 
banks which now form the bulk of the French urban cooperative 
credit movement. But on January 1, 1910 the entire movement 
consisted of but thirteen banks. That there are not more is prob- 
ably due in part to the fact that France is primarily agricultural 
rather than industrial, and in part to the extraordinary smallness 
of many of the loans made by the various local branches of the 
great French commercial banks. 

The second country to be considered is Belgium. It will be re- 
called that within its boundaries was started in 1848 the first 
genuinely successful cooperative bank of any type. This institu- 
tion, the Credit Union of Brussels, is still in existence and is 
extraordinarily successful. In 1910 it contained 5,232 members 
and had a capital of $14,207,600.00. There are now five other 
credit unions of this same type though no others are so large. All 
of these credit unions have confined their attention and their loans 
chiefly to the wealthier merchants. Thus there was room for 
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Schulze-Delitzsch banks also. The first of these was introduced by 
Leon d’Andrimont at Liege. Others were formed at Verv'iers, 
Huys, Gand, Namur and elsewhere. In 1913 there were 45 of 
these Schulze-Delitzsch banks belonging to a federation of which 
M. d’Andrimont was president. 

In Germany at the close of 1914 there were within the Uni- 
versal Federation alone 976 people’s banks. Of these, 945 volun- 
tarily reported. These 945 reporting banks contained 618,408 
members. They had surplus and share-capital amounting to more 
than $87,000,000.00 and total assets in excess of $410,000,000.00. 
Two independent leagues of somewhat similar character, those of 
Ulm and of the provinces of Posen and West Prussia, brought the 
total number of banks of this t5^e up to 1,287. This 1,287 is of 
course exclusive of the Head Federation and the fairly consider- 
able number of cooperative banks outside of any federation whose 
exact nature it is more difiicult to determine. Of these 1,287 banks 
1,251 reported. These 1,251 banks had a combined surplus and 
share-capital well in excess of $100,000,000.00, total assets of 
more than $531,000,000.00 and an enrollment of 901,121 
members. 

The former empire of Austria also showed an extraordinary 
development of people’s banks. As in Germany, so in Austria there 
had been rudimentary cooperative societies for many years. 
Friendly societies for charitable loans were also known. These 
facts, combined with the similarity of language and of institutions 
and the common membership — ^until 1866 at least — ^in the Ger- 
manic Confederation, made it as easy for the ideas of Schulze- 
Delitzsch to spread in Austria as in the states later consolidated in 
the German empire. Once in Austria the idea spread rather nat- 
urally to people speaking languages other than German. The first 
Schulze-Delitzsch bank in Austria was started in 1858. By 1870 
there were 943 and by 1913 there were 3,599. Many of these are 
now of course in Czecho-Slovakia and in Poland. 

A survey made just before the war brought out the feet that 
there were at that time 19,091 registered cooperative societies 
within Austrian boundaries. These included a wide variety of co- 
operative effort. But 3,51 1 were Schulze-Delitzsch people’s banks. 
Of these, 431 had joined the federation of Schulze-Delitzsch 
cooperatives. Of these but 414 sent in reports. The reports, there- 
fore, cover less than one-eighth of the total number of banks. 
Presumably those within the federation are larger than those out- 
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side. But these 414 people’s banks showed a combined share- 
capital and surplus of 69,702,756 crowns (approximately 
$20,000,000.00), and borrowed capital of 470,392,068 crowns, or 
approximately $94,000,000.00 more. 

Hungary contained urban cooperative credit institutions of vari- 
ous types. Among these we know that there are sorhe Schulze- 
Delitzsch banks. The Hungarian Central Bank, or Central So- 
ciety for Cooperative Credit, established in 1898 after the general 
model of the Preussenkasse, had attached to it in 1912 no less 
than 2,412 cooperative banks. But of these all but 226 were agri- 
cultural societies and none of the others were true Schulze- 
Delitzsch banks. In addition to these there are a number of other 
cooperative and semi-cooperative institutions, but it is not possible 
to state how many of these are true people’s banks, or even how 
many of them are truly cooperative. 

In Switzerland the chief urban cooperative banks are Unions du 
Credit copied after Frangois Haeck’s Union in Brussels, rather 
than after the Luzzatti type to the south or the German model to 
the north. The Schweizerische Volkshank, for example, had shares 
of 1000 francs ($200.oo) each. In its report the number of artisans 
was included in the number of laborers, but these classes together 
included only 4,287 out of 69,026 shareholders. 

In Italy it will be recalled there were some 735 banks with an 
aggregate membership slightly over half a million and deposits of 
about $200,000,000.00. 

The greatest extension of cooperative banking, however, has 
probably been in Russia, where there were in 1913 no less than 
3,300 such banks. Of these 3,019 reported. These 3,019 contained 
1,736,301 members. Their share-capital was $23,662,275.00 and 
their loans outstanding amounted to $109,193,390. These banks 
were united into federations, but these federations had no author- 
ity to audit or to control the affairs of their member societies. 
These figures are exclusive of Finland, where there are many co- 
operative institutions. But it seems probable that most of the sev- 
eral thousand cooperative banks in Finland are of the Raiffeisen 
type. Even assuming that only a portion of the Finnish coopera- 
tives were people’s banks it seems possible that before the war 
there were in the Russian empire more than two million people 
who were members of some people’s bank. 

Even these stupendous figures have been exceeded since the 
outbreak of the war. In 1913 there were 3,300 such banks; on 
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January i, 19 15, there were no less than 4,078. Since the Bolshevik 
Revolution it is more difficult to tell just what has happened. 
There is, however, one great difference between the Russian and 
the true Schulze-Delitzsch people’s banks 5 the Russian banks en- 
gage in other business besides banking. For example many of them 
market their members’ product. 

In British India there have been for ages institutions known as 
Kutmchuttu, and since about 1850 there have been others known 
as Nidhis. The first of these resembles to some extent, and the 
latter resembles exactly, the American savings and building-loan 
association, with the exception that both may lend on personal 
security. They are thus somewhat like the Massachusetts Credit 
Unions. 

Late in the last century cooperative credit institutions were 
introduced. These were of a somewhat modified type, but there are 
now a large number of rural banks and also some 415 urban co- 
operative credit institutions. 

In Japan there is an indigenous form of urban cooperative 
credit, though in the form of a cooperative investment association. 
Money is raised, not only by the subscriptions of members for 
shares, but also by making each member place a certain number of 
shares with his friends. In 1917 there were 173 such asso- 
ciations with a paid-up capital of 3,111,931 yen (approximately 
$1,500,000.00). These associations have been given an assured 
legal position by a law passed in 1915, but their membership is by 
statute restricted to persons who already possess $ i 5 jOOO* 

. . . Thus the most significant development of people’s banks 
in the New World is that which originated recently in Canada. 

Levis is a suburb of Quebec. Canada permits branch-banking, a 
system which everywhere seems to aeate a need for some supple- 
mentary credit institutions. In this town then there seemed to be 
a real need for some source of credit for the smaller borrowers. 
To the solution of this problem Mr. Alphonse Desjardins devoted 
some fifteen years of study, even going abroad to investigate con- 
ditions there and to talk with European cooperators. 

. . . This first bank was started December 6, 1900. Shares were 
set at five dollars each. Members might pay for these in instal- 
ments and might purchase as many as they pleased. Members 
might also make deposits, but only members might make th^ 
deposits. These deposits might be withdrawn practiadly at will. 
Shares also might le withdrawn upon a month’s notice. Thus the 
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capital of the association was a fluctuating one. Each member was 
given but one vote. 

... By 1912 the bank’s surplus was $11,741.53, its paid-up 
share-capital $i 14,343 and its deposits $53,564. By 1914 its assets 
were $304,985.92 and its membership 1,240. By 1920 it had on 
hand $206,23 1. 90 in cash and had outstanding loans to the amount 
of $887,277.02. Its share-capital was $249,450 and its total assets 
no less than $1,093,508.92. The remarkable record of this institu- 
tion is probably due in part at least to the fact that M. Desjardins 
“stood by the ship” and served as president of this institution until 
the time of his death. 

The success of this bank inspired many others to imitate it. By 
1914 there were nearly 150 such associations in Canada. By 1920 
there were nearly two hundred of them, with assets aggregating 
more than $4,000,000. 

. . . But the great contribution which the Desjardins banks 
have made is not only that of a new structure, but also that of 
serving a new purpose, the making of remedial as well as of busi- 
ness loans. M. Desjardin’s work has been the inspiration of the 
prosperous credit union movement which has sprung up in the 
United States. The first such organization within our boundaries 
was the Caisse Pofulaire de Sainte Marie founded in 1909 at 
Manchester, N. H. On August 20, 1921 this association had assets 
amounting to $737, 1 1 6.22. 

The first state to enact legislation legalizing these institutions 
was Massachusetts. Under the leadership of Mr. Pierre Jay, then 
bank commissioner of the state, a statute was passed in 1910. This 
statute differed from the Canadian statute chiefly in that it im- 
posed additional restrictions on the association’s officers. It also 
gave to the organizations an American name, credit union. Finally 
the new law contained a requirement that all entrance fees, transfer 
fees, and one-fifth of all net profits should be devoted to a special 
reserve, to be known as the guaranty fund. Only after this guar- 
anty fund had grown to a sum equal to the capital of the associa- 
tion, could this revenue be disbursed in dividends. 

Next, this infant institution, the credit union, was fortunate in 
enlisting the active support of a number of public-spirited citizens, 
among them Mr. E. A. Filene. 

... A typical credit union was organized among the city em- 
ployees of the City of Boston in 1915. The investigation which 
led to its organization disclosed the fact that some employees were 
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borrowing from money-lenders at rates which averaged i8o per 
cent a year and furthermore that “on an average over a hundred 
men lost a half day’s pay each week in order to make necessary 
arrangements with money-lenders to withdraw assignments of 
wages. . • In two years this City of Boston Employees’ Credit 
Union made 725 loans totaling $56,680.01. On these its losses 
aggregated $54. The average interest paid by borrowers was 8 per 
cent. This covered all expenses, losses and the necessary additions 
to the guaranty-fund and also permitted a dividend to stock- 
holders of 6 per cent. 

The Savings and Loan Association® 

... A savings and loan association has two purposes. One is to 
facilitate home ownership for American families. The other is to 
encourage thrift by providing a safe place for the investment of 
both large and small sums. Operating for more than 100 years, 
such institutions have been a main reason why America holds the 
world record for families owning their homes. These associations 
of thrifty folks have also done a great work in enabling the typical 
American to accumulate savings for old age, for the rainy days of 
sickness or unemployment, for the sunny days of travel and recrea- 
tion, and for the hundreds of other purposes for which people 
save money. . . . 

Here’s a young married couple who want to buy or build a 
home costing, with the lot, about $S,ooo. This would be two and 
one-half to three times their $1,500 to $2,000 annual income. If 
they had to wait until they had saved $5,000 they would probably 
be forty or more before they could move into a home of their own. 
And by that time they would have lost the opportunity to have the 
home when it is most important, during the formative years of 
their children. But if by the time this couple is twenty-five or so, 
they have been able to save $1,500, they can go ahead and have 
the home of their dreams, for a savings and loan association will 
lend them the difference. 

If the home they want is well located, well built and worth what 
they plan to pay for it, the savings and loan association will furnish 

J. M. Curley, of Boston Emflayee^ Credit Union (puMislied by City of 
Boston Printing Department, 19*17). 

® Quoted, with permission, from **The Savings and Loan Awodation,” Committee 
on Education and Research, United States Building and Loan League, Chkago, 
^ n 9 > 3-15. 
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the other $3,500 necessary to buy it — or if the one they wish to 
build has acceptable plans and is suitably located, they can secure 
the loan just the same. All they need to do is repay the money 
monthly just as they would otherwise have to pay rent. In this 
case they would have to pay usually about $28 a month, no more 
than the rent a family with their standard of living would pay. At 
the end of approximately fifteen years, or when they’re nearing 
forty, they would have paid back the $3,500 and the home would 
be theirs clear of debt. 

. . . The savings and loan association can make this typical ad- 
vance of $3,500 because there are people who put their savings 
into the institution. Possibly other young people, looking toward 
the accumulation of the $1,500 or so necessary for home owner- 
ship on their part, have been saving $5 to $15 or more a month 
and putting the money into savings and loan. Many others are sav- 
ing with various objectives, and some people in the larger income 
groups put money into the association in lump sums of $300 or 
$400, or perhaps several thousand dollars, in order that it may be 
safe and earn a return for them. 

The moneys thus invested by the savers are used in making 
loans to others to finance homes. The family which has borrowed 
the money pays the association interest for its use, and can do this 
without hardship because it lives in its own home and does not 
have to pay rent. The interest is included in the $28 per month 
which the typical family mentioned above contracts to repay to the 
association. The rest of the $28 goes to reduce the amount of the 
debt until it is entirely paid off in fifteen years. From the interest 
it receives, the association is able to pay a return to the savers in 
addition to paying its own operating expenses. 

WHO ARE THE OWNERS OF AN ASSOCIATION? 

In accordance with their cooperative plan of operation, savings 
and loan associations are owned by the people who put their sav- 
ings and investments into them. All have a part in their earnings 
and in their management. Of course they cannot directly manage 
its affairs. They must delegate this responsibility to a smaller 
group of persons who can periodically give their time and atten- 
tion to the association. Thus each savings and loan association has 
a board of directors elected by the members, as the savers and bor- 
rowers are called. 

The members choose the directors at annual meetings, where 
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reports are made by the officers and where any other business of 
direct concern to members may come up. The board of directors 
usually consists of outstanding business and professional men in 
the community, experienced in handling business affairs, and inter- 
ested in the community’s betterment. Directors meet usually once 
a month, though sometimes more frequently, to determine the 
policy and business practice to be followed by the association, in- 
cluding the conditions under which the loans are made. The splen- 
did record which savings and loan associations have achieved 
throughout the United States is in large measure due to the un- 
selfish service of these boards of business and professional men 
who carry heavy responsibilities in administering the savings of 
millions of people. 

These men cannot, however, take care of the day-to-day business 
of the association, because they have their own business or pro- 
fessional duties. Accordingly, they select for the association officers 
with varied titles, as, for example, president, executive vice- 
president, secretary or treasurer. In large institutions there will be 
several active officers, each carrying his appointed responsibility, 
and the necessary amount of clerical help. 

State and federal laws provide methods of organizing savings 
and loan associations and outline the operations in which they are 
permitted to engage. The various state governments have estab- 
lished supervising authorities for these associations just as for 
banks and other types of financial institutions directly affecting 
the welfare of millions. They see to it that the associations operate 
according to lawj make sure that the books and records accurately 
reflect their business and the status of their accounts with savers 
and borrowers} assure themselves that all the money placed there 
is worth one hundred cents on the dollar. Besides these assurances 
that the public can deal safely with the associations, the law usually 
requires surety bonds so that if any persons having access to cash or 
other valuable assets yield to the temptation to be dishonest, the 
surety company will cover the loss. In addition to associations 
chartered by the various states, there is a group known as “federal 
savings and loan associations.” They operate under laws passed by 
the Congress, and under the rules and regulations formulated by 
the Federal Home Loan Bank Board, which is the agency desig- 
nated by Congress to supervise them. The Board has supervisory 
responsibilities similar to those just mentioned for state authori- 
ties. 
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Whether operating under state or federal charter, the institu- 
tions follow essentially the same principles in helping make 
America a nation of debt-free home owners and of thrifty, finan- 
cially independent citizens. . . . 

MEETING THE TEST OF TIME 

The first savings and loan association in the United States was 
organized in Frankford, Pennsylvania, in 1831, patterned after 
similar institutions which had been operating under the name 
“building societies” in England for half a century prior to that. 
Accordingly, present association activities in the United States are 
based on the successful experience of more than a hundred years, 
tested in a number of major business depressions. 

After that one small association in Frankford, associations were 
organized and spread all over the United States, so that by 1938 
there were few communities without the services of one or more 
of these cooperative financial institutions. With total assets of 
approximately $5,600,000,000 at that time they had come to oc- 
cupy an important place in the financial structure of the nation. In 
them by that date were the savings of 7,000,000 American citi- 
zens, and they were helping between 1,500,000 and 2,000,000 
families to debt-free home ownership. Nationally, they are the 
dominating source of home-financing funds, and their ability and 
willingness to lend for new construction, as well as for other pur- 
poses, is making possible not only an easy road to home owner- 
ship, but also employment for hundreds of thousands in the build- 
ing trades. The savings and loan association can justly be reckoned 
among the institutions that have helped to make America great. 

Recent American Developments in Cooperative 
Banking^ 

By I. H. Htn-L 

(General Manager, Indiana Farm Bureau Cooperative Ass’n., 
Indianapolis) 

Since establishing our little Cooperative Bank down in Indiana 
we have had a rather wide variety of problems and experiences 
which might be of interest to other cooperatives contemplating a 
similar financial set-up. 

^Quoted, with permisaon, from Consumer^ Cooferation, Special Congress Issue, 

Nov.-I>ec. 1940, Cooperative League, U. S. A., New York, pages 1 90-191. 
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Because of the legal requirements it was not possible to follow 
all of the rules of orthodox cooperative organization. For in- 
stance, under our banking law at the present time, we are re- 
quired to allow voting privileges on the basis of shares of stock 
held. There is also some question about the legality of patronage 
dividends. 

In setting up our bank we got around this technicality by pro- 
viding in the Bylaws and Articles of Incorporation that all stock, 
excepting only the directors’ qualifying shares, must be owned by 
cooperative and non-profit corporations. In order to get as com- 
plete a representation of the various cooperatives and non-profit 
activities as possible, we divided the potential stockholders into 
four classifications: first, wholesale cooperatives which could be 
either buying or selling cooperatives; second, retail cooperative as- 
sociations of all kinds; third, credit unions; and fourth, any other 
non-profit corporations. In this group at present is the Indiana 
Farm Bureau. Any charitable institution, church, or non-profit 
membership group would be qualified under this classification. 

Each of these groups is entitled to at least one representative 
on the board of seven directors and the groups which qualify for 
extra directors do so by virtue of the volume of business furnished 
during the preceding year. At the present time we have sixty-one 
different stockholder corporations. 

The bank still continues to serve as the only bank in the com- 
munity of Beech Grove, a city of 4,000 people. It is quite likely 
some local non-profit organization in the community may become 
a stockholder representative in the community and nominate a di- 
rector for the board. 

The operations for the past year, while humble in scope, com- 
pared with many of our cooperative activities, have nevertheless 
been very gratifying. At least, we have gotten over the feeling 
that there is so much mystery in the operation of a bank that it 
requires some sort of superhuman being to operate it. As a matter 
of fact, up to now I know of no activity we have ever undertaken 
that has caused less headaches. 

Resources during the year and four months of our ownership 
have increased from $155,730.00 to $233^1.61.00. We have been 
so careful and conservative in the making of loans that available 
unloaned cash has gone up from $26,000.00 to $72,000-00. The 
earnings of the bank could have been considerably larger had we 
kept more of this money loaned out but during our experimental 
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period we have been very careful and have not tried to get the 
lowest interest rates although good County Cooperative Associa- 
tions, with satisfactory financial statements, able management, and 
which own as much as $500.00 worth of stock in the bank are 
borrowing up to $5,000.00, our present legal limit, at 4%. We 
are sure that this interest rate can be very materially lowered 
when our volume of business becomes large enough to reduce our 
general operating costs. As matters stand, we have increased our 
holdings of bonds from $27,000.00 to $54,000.00 during the 
year. I know of no good reason why the note of a strong local 
cooperative is not just about as safe as a government bond. 

With this in mind, the board has authorized the classification 
of the local cooperatives according to their soundness and have 
given the loan committee permission to make loans to A-i co- 
operatives who are also owners of stock in the bank in the amount 
of as much as I 0 % of the loan at a graduated rate which might 
be as low as 23^%. 

The thought is that this method of classifying loans and giv- 
ing preferred interest rates to the counties which keep themselves 
in a strong position should be a very tangible and obvious in- 
centive for all borrowing cooperatives to keep their financial state- 
ments as good as possible. 

During the period of our operations, demand deposits have 
increased from $84,000.00 to $107,000.00 and savings accounts 
from $27,000.00 to $58,000.00. Some of this extra deposit may 
belong to employees of the state cooperative association but as 
yet very few of them, and none of the outstate members of co- 
operative associations, have placed deposits in the bank. This is 
because we have not encouraged these deposits until we had gained 
a little more operating experience and until the present cash on 
hand is loaned out. The payments of the Federal Deposit Insur- 
ance Corporation and other expense add up so that the deposits 
cost about one-half of one per cent per annum and it can be- 
come something of a burden to have a lot of deposits that are not 
working. However, we are gradually working out of this situa- 
tion now and as fast as we need more money to loan for a good 
while to come we can simply go to our own people, asking them 
to transfer their deposits as we need them. 

Our loans to a large extent to our members in the state are 
made to discount farm machinery and fertilizer notes. 
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It is all SO easy and simple that one wonders why we did not 
undertake this kind of a program years ago. 

I cannot say that the control of our own finance is the most 
important feature of the cooperative movement. Perhaps our edu- 
cational program should come first. We think of the whole co- 
operative movement as a sort of living vital thing. The educa- 
tional movement would represent the head but just as truly the 
cooperative bank will some day be recognized as the heart of the 
movement, gathering in and pumping out the life blood of finance, 
without which the cooperative movement will quickly lose its 
democratic control and fall into the control of those who furnish 
the money even though that money may be the deposits of the 
very members who constitute the cooperative. 

The time is not too soon to begin an active^ voluntary mobiliza- 
tion of cooperative resources. Our finance setup should be the 
potential meeting ground of all genuine cooperatives and should 
have no restriction of membership requirements except genuine- 
ness of cooperative character. 
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Summary Table of Number of Associations, Total Mem 

Loan Associations, 



Number of Associations 

Number of Members 

State 

Federal 

[ 

Total 

State 

Federal 

Total 

Increase 

or 

Decrease 
of Total 
over 1936 

Alabama 

24 

14 

38 

8,250 

5,120 

13,370 

1,036 

Arizona 

I 

2 

3 

718 

613 

1,331 

130 

Arkansas 

10 

35 

45 

4,800 

4,793 

9,593 

0 

California 

124 

69 

193 

218,401 

36,183 

254,584 

9,330 

Colorado 

36 

25 

61 

17,505 

14,000 

31,505 

1,419 

Connecticut 

37 

15 

52 

27,907 

7,422 

35,329 

5,123 

Delaware 

43 


43 

14,900 

129,780 


14,900 

700 



I 

28 


129, 780 


Florida 

45 

' 49 

94 

6^750 

15,398 

22,148 

sVn6 

Georgia 

23 

i 43 

66 

9,998 

11,151 

21,149 

2,104 

Idaho 

4 

i 9 

13 

1,800 

6,508 

8,308 

576 

Illinois 

660 

102 

762 

286,500 

55,507 

342,007 

5,330 

Indiana 

208 

66 

274 

89,600 

67,868 

157,468 

9,448 

Iowa 

68 

32 

100 

38,990 

6,096 

45, 086 

1,859 

Kansas 

129 

20 

149 

109,512 

6,500 

116,012 

22,037 

Kentucky 

127 

48 

175 

72,820 

39, 543 

112,363 

5,177 

Louisiana 

70 

1 12 

82 

98,418 

5,987 

104,405 

10,039 

Maine 

36 

i 6 

42 

24,028 

433 

24,461 

22 

Maryland 

875’^ 

28 

903* 

201,300 

12,288 

213,588 

5,663 

Massachusetts 

189 

26 

215 

344,251 

55,758 

400,009 

5,798 

Michigan 

58 

24 

82 

81,280 

14,33s 


J5, 540 

Minnesota 

47 

31 

78 

20,019 

28,173 

48,192 

7V372 

Mississippi 

25 

21 

46 

4,200 

2,823 

7,023 

456 

Missouri 

184 

37 

221 

155,000 

1 23,063 

178,063 

17,097 

Montana 

20 

3 

23 

14,825 

! 4,386 

19,211 

790 

Nebraska 

76 

16 

92 

83,005 

4,396 

87,401 

SS6 

Nevada. 

4. 

1 I 

5 

1,140 


1,140 

no 

New Hampshire 

28 

2 

30 

14,074 

3,477 

17,551 

489 

New Jersey 

I >423 


1,423 



58«;,30‘J 

56, 495 

New Mexico 

13 

*8 

' 21 

f 0 VfcJ 

3,329 

899 

4,228 

80 

New York 

320 

64 

384 

376,56s 

133,480 

510,048 

71,033 

North Carolina 

168 

IS 

183 

100,272 

5,112 

105,384 

14,373 

North Dakota 

18 

5 

23 

7,930 

1,817 

9,747 

5,04s 

Ohio 

621 

103 

724 

1,157,475 

149,325 

1,306,800 

286,667 

Oklahoma 

41 

32 

i 73 

14,401 

24,225 

38,626 

qi8 

Oregon 

14 

23 

37 

16,982 

io,o6o 

27,042 

i 646 

Pennsylvania 

2,103 

54 

2,157 

510,402 

17,21s 

527,617 

5S,863 

Rhode Island 

8 

1 

9 

49,401 

250 

49,651 

2,282 

South Carolina 

44 

30 

74 

8,110 

9,316 

17,426 

1,963 

South Dakota 

14 

5 

19 

5,290 

1,515 

6,805 

02 

Tennessee 

7 

38 

45 

2,290 

12,889 

15,179 

7,781 

Texas 

87 

89 

176 

42,762 

16,713 

59,475 

3,433 

Utah 

15 

6 

21 

21,600 

4,830 

26,430 

201 

Vermont - 

12 ' 

2 

14 

5,500 

008 

6,408 

850 

Virginia 

77 

21 

98 

38,650 

7,467 

46,117 

2,344 

Washington 

34 

36 

70 

70,000 

72,222 

142,222 

7,155 

West Virginia 

48 

21 

69 

21,300 

8,241 

29,541 

729 

Wisconsin 

17s 

27 

202 

173,886 

6,111 

179,997 

4,m 

Wyoming 

5 

9 

14 

3,462 

1,221 

4,683 

4,062 

Hawaii..., 

9 

I 

10 

21,500 

1,050 

22,550 

1,718 

Alaska. 


I 

I 


S6 

56 

50 

Totals ; 

8,434 

1,328 

9,762 

5,316,276 

916,743 

6,233,019 

.. 


♦ Estimated. 

®Quoted> with iwrmission, from BuUding and Loan AnnalSy Secretary’s Annual 
1938, pages 6-7. 
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BERSHIP AND ToTAL AsSETS OF SAVINGS, BuiLDING AND 

BY States, 1937® 



Increase 

or 

State Federal Total Decrease 

of Total 
over 1936 


$ 7,821,273 $ 4,848,272 $ 12,669,543 $3^035*303 ..Alabama 

424,257 1,504,464 1,928,721 762,046 .Arizoim 

4,129,211 S, 629,718 12,758,929 1,356,997 Aikmva 

224,504,988 68,456,501 292,961,489 14,880,431 Callforak 

12,268,471 16,526,261 28,794,732 4Tf3^Q Colorado 

22,896,347 8,157,925 31,054,272 4,258,814 Conaccticnt 

12,414,227 12,414,227 I43t920 ....Delaware 

120,614,000 120,614,000 7,343,508 ....... Dist. of Columbia 

6,126,289 29,100,540 35,226,829 9,415,540 ..Florida 

6,396,672 14,022,419 20,419,091 6,052,125 Georgia 

801,892 6,146,403 6,948,29s 1,106,507 .............. Idalio 

258,057,130 81,879,596 339,936,726 15,132,523 HImols 

77,797,971 77,783,339 155,581,310 1,115,617 Indiana 

33,027,368 7,886,249 40,913,617 2,219,87s ..Iowa 

66,928,112 8,784,574 75,712,686 2,562,354 Kansas 

53,739,583 51,277,281 105,016,864 5,497,198 Kentucky 

77,585,442 11,498,970 89,084,412 S),P 53 f 340 Louisiana 

22,691,391 442,012 23,133,403 627,773 •••» — Maine 

140,900,000* 17,931,441 158,831,441 5,078,759 Maryland 

396,782,814 79,409,501 476,192,315 14,946,872 Massachusetts 

94,309,666 19,259,920 113,569,586 1,816,47s ....Michigan 

21,873,804 28,767,060 50,640,864 7,919,749 Minnesota 

5,148,000* 3,158,487 8,3(^,487 1,154,279 ....Mississippi 

95,291,779 32,601,225 127,893,004 2,ooi,OQQ Mi«ouri 

9,568,395 1,595,123 11,163,518 4,781 Montana 

65,852,076 5,425,121 71,277,197 StWtSos Nebra^ 

952,464 952,464 PGW Nevada 

IX, 157,512 5,790,686 16,948,198 1,434,735 New HamjAire 

792,361,056 792,361,056 91,116,926 .New Jersey 

3,578,944 1,217,374 4,796,318 583,005 NwMmt» 

256,266,687 122,233,902 378,500,589 15,101,673 ............ ..New Ywk 

67,415,711 8,399,193 75,814,904 9,779,362 North Camilla 

8,748,137 1,647,464 10,395,601 558,847 North Dakota 

648,920,718 161,777,514 810,598,232 18,172,974 

19,757,674 39,313,016 59,070,6^ 2,186,99s OHahewm 

14,301,958 10,709,808 25,011,766 3,704,411 

573,576,873 23,128,363 596,705,236 62,sm4Si Pmnsyly^a 

35,856,065 252,075 36,108,140 1,742,273 ........... RWe Maud 

8,030,28s 11,270,063 19,300,348 3,766,046 .South Carolna 

3,173,279 1,406,407 4,579,686 111,841 South Dakota 

1,700,000* 17,886,758 19,586,758 1,908,088 Teime»« 

59,530,001 24,186,152 83,716,153 6,001,015 Textt 

21,206,610 5,290,144 26,496,754 848,056 ...Utah 

4,270,726 1,278,555 5,549,281 543,041 Va^t 

30,995,147 13,263,090 44,258,237 1,227,182 ..Virguoa 

19,000,000 33,742,091 52,742,091 8,046,588 Wa^ma^on 

14,816,377 11,690,624 26,507,001 2,505,471 .....We^ ynima 

178,462,121 8,672,614 187,134,735 336,373 W»cii» 

3,297,696 2,083,488 5,381,184 157,559 

4,329,993 1,673,460 6,003,453 873,506 mwM 

95,975 95,975 95,975 .mm 


14,619,557,192 $1,092,101,218 $5,711,658,410 39,277,020 I. Tc^als 


Report, U. S, Building and Loan League, 46th Annual Conwation, CMcago, Itt«, 
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Part V 


THE SOCIAL PHILOSOPHY OF THE COOPERATIVE MOVE- 
MENT AND A POSSIBLE COOPERATIVE COMMONWEALTH 




CHAPTER XI 


COOPERATIVE SUBSTITUTES FOR THE POLITICAL STATE 


A Democratic Nongovernmental Substitute for the 
Political State ^ 

Perhaps there are supermen who can tell the people what to do 
to be saved, who could lead the people into the promised land and 
save them. There are undoubtedly many who know better what 
is good for the people than the majority of the people know. 
Many of these wise ones want to save the people. But there are 
also many stupid ones who would lead the people astray. A func- 
tion of democracy is to save the people from being led to salvation 
by the wise and from being destroyed by the stupid. This is salva- 
tion by the law of averages. It provides for the people the satis- 
faction of saving themselves and the lesson of making their own 
mistakes. 

Democracy is the people governing themselves. It means equal 
rights, duties, privileges, voice, and opportunities in the adminis- 
tration of public. afFairs. . . . 

THE COOPERATIVE SUBSTITUTE FOR THE STATE 

Evolution may substitute cooperative democracy for the state. 
This is now to be seen in many countries, coming about as a 
continuation of the growth of the cooperative method of organi- 
zation and its encroachment upon the dominant system of society. 

The beginning of this organization of society now exists in the 
cooperative associations. There are (i) the local societies. Next 
’comes (2) the national society, which is a federation of the lesser 
organizations. Forty such national societies now exist, and are 
united in (3) the International Cooperative Alliance. Here is the 

^Quoted, with permission, from Cooferative Democracy^ 3rd edition, by James 
P. Warbasse, President, The Cooperative League of the United States of America, 
Harper & Brothers, New York, 1936, pages 135-151, 
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framework and the beginning of the cooperative society of the 
world. 

The international union of cooperative societies in the Inter- 
national Cooperative Alliance has a constitution similar to that of 
the national bodies. Its purpose is to serve the interest of each 
unit — ^in England, Japan, Iceland, New Zealand, or any other 
corner of the earth 5 and it is controlled by these units. 

These bodies already have their constitutions and their rules. 
They differ from political organizations 5 they do not make laws. 
Through the democratic franchise of the whole membership the 
cooperative society, with its monthly, quarterly, or yearly meetings 
of constituent members, is controlled by the people. This differs 
from the political society in which the people elect their repre- 
sentative to parliament or congress, and control usually passes 
from the people’s hands 5 in some countries the control is gone for 
many years after the election. 

The cooperative organization of society, unlike the political 
organization, begins out among the people and not at the national 
center. Political organization exalts the central government j co- 
operative organization exalts the local society which is close to the 
individual. The national cooperative society is a union of a multi- 
tude of local units in the interest of the memhers. A national 
political state is a union of states or districts in the interest of the 
state. Cooperation seeks the good of the neighborhood in which 
it begins. This is one of the elements of its strength. Any demo- 
cratic organization of society must focus its efforts on the neigh- 
borhood — ^the people who know one another and whose problems 
are similar. The neglect of this principle in political government 
has cost it its democracy, and left the people confused and bereft 
of control. 

Where cooperative societies become large, they divide into dis- 
tricts to preserve local autonomy. Some ^vide into small block 
groups. The form of organization adopted by the whole tends to 
be an enlargement, a continuation, of the local organizations. 

The cooperative movement is restoring the old “town-meeting” 
principle of local government. It is doing this in many parts of 
the world. The meeting of the local cooperative society is a sub- 
stitute for political action. The members’ meetings of the coopera- 
tives are schools in the local control and administration of the 
people’s affairs. One may pass from a session of a municipal 
council to a nieeting of the directors of a cooperative society with 
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a profound impression of the fundamental difference between the 
two. 

We have seen that the cooperative society in well-organized 
countries has to do with problems that are close to the lives of the 
people} that the methods of the meetings are democratic} that 
women as well as men participate. 

Besides their local affairs, the societies have their national 
problems to discuss and national affairs to control. We have found 
that the national unions and leagues and the national wholesale 
societies are made up of local societies, and are controlled by them. 
The members elect the directors of these organizations and criti- 
cize their policies. It is a noteworthy fact that the directors of the 
wholesales usually are elected from the local administrative boards. 
They bring to their larger tasks experience with the people and the 
people’s business. The local societies have served as the schools 
in which they got their administrative skill. We have seen that 
these wholesale directors are often full-time employees. They 
come from the masses of the people they represent. They have had 
the best possible experience to qualify them to serve their constitu- 
ents efficiently and sympathetically. 

Each local cooperative society, we have seen, is managed by a 
board of directors elected by the people. Experts to perform 
special functions are appointed or are developed among the mem- 
bers. Committees on financial control, education, recreations, arbi- 
tration, and other special functions are elected and appointed. The 
number and character of these special committees are limited only 
by the number and character of the enterprises in which the society 
engages. By this means is secured administration by trained ex- 
perts. The centralized bodies, however, are always controlled by 
the local societies. It is its capacity to decentralize control that gives 
the cooperative idea its power for democracy. 

This cooperative movement takes the existing machinery of 
industry, which is devoted to the purpose of making profits and 
creating classes that keep men asunder, and adapts it to the func- 
tion of supplying the people’s needs, creating friendships, and 
drawing men together. The economic basis of cooperation Is its 
strength. The mainspring of man’s social actions is his interest in 
the simple problems of his physical needs. The causes of great 
social changes in every age are to be found in production, distribu- 
tion, and exchange. 

The union of the people about their homes, the cooperation of 
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neighbors working together to get the things they want, gives 
strength to society. 

The more of the business of the people that can be carried on by 
local groups, the better it is for society. Instead of great central 
governments, to which the people look for help and guidance, we 
may hope for a world of nations each made up of thousands of 
little communities} and each of these little communities a self- 
governing society of neighbors. These little cooperative nations of 
neighbors should be as self-sufficient as possible. Production and 
distribution should be kept close to the people concerned. The 
delegation of authority and the appointment of representatives to 
central bodies should only be for purposes which are beyond the 
capacity of the local community. Cooperation is moving in this 
direction. 

But there are larger purposes, and national federation of the 
communities is essential. For purposes of efficiency, centralized 
administration is adopted. Decentralized control and centralized 
administration are the cooperative rule. The important provision 
of administration is that control shall never be permitted to escape 
from the hands of the people. 

By this practical means of building from the ground upward, 
as the cooperative societies are now doing, a nongovernmental 
society is in process of creation in the place of the political state. 

The present structure of cooperative societies is well adapted to 
an all-embracing expansion. The Cooperative Union, for example, 
which is a federation of the British societies, carries on a vast 
amount of business in the interest of its constituent societies. Its 
societies are constituted in eight district groups. Its headquarters 
are in its own building in Manchester. It has branch offices in 
other dties. It has a central board, and an educational department 
which carries on much educational work. Its annual congresses are 
composed of over a thousand delegates. This central body is in 
operation every day throughout the year. But it cannot control or 
coerce its constituent societies} they control it absolutely. 

The British union is not a legislative body. It is in every sense 
a union in which the individual members of cooperative societies, 
acting through their local societies, promote and protect their in- 
terests. The union makes surveys, it collects and publishes in- 
formative reports, it shows societies how they may meet their 
problems, it takes steps to protect them from the political state 
and from profit-making business, and it makes available the 
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lessons to be learned from the mistakes and successes of its many 
member societies. Its supreme function is to do the things that 
are for the good of the members of the constituent societies. This 
motive and method stand in strong contrast against the motive 
and method of the centralized national government of a political 
state -which passes laws to control and govern the citizens. 

The national cooperative wholesale societies are organized simi- 
larly to the union. They are o-wned and controlled by the member 
societies. They have to do with the material and the substance of 
the movement, as the unions have to do with the spiritual and in- 
tellectual affairs. In many countries the educational and commer- 
cial functions are combined in one national organization. This is 
the method in Sweden and is adapted to that country. In all 
countries the two work in close harmony. The annual reports and 
the transactions of the congresses of these organizations in the 
many countries of the world are piling up an accumulation of his- 
tory and facts which society may some day cherish as jealously as it 
now esteems the voluminous traditions and laws of its centralized 
legislative bodies. 

As the cooperative democracy evolves from the political society, 
decentralization of social affairs is seen. The serious work of the 
people is carried on out among the homes where the people are. 
The central national federation is an efficiency undertaking for 
better group action. At present the citizens of the political state 
turn their eyes toward the national capital for relief in their dis- 
tress; in the cooperative society the people look to their own local 
group to solve their problems themselves. 

Already the national bodies exist which might supplant the 
political government. These are: (i) the national cooperative 
unions and leagues and the wholesales, and (2) the national labor 
bodies. If we adopt some of the language of the state, one would 
be called (i) the Cooperative Assembly, the other (2) the Indus- 
trial Assembly. The two would unite to form the national con- 
gress, which would be the substitute for the political parliament. 
The first would represent the consumers’ societies from geo- 
graphic sections; the second would represent the cooperative 
workers from each major industry, trade, and occupation. In 
Great Britain, the Cooperative Union, along with the Scottish and 
English cooperative wholesales, would constitute the Cooperative 
Assembly-; and the British Trades Union Congress with the na- 
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tional farmers’ organization -would constitute the Industrial As- 
sembly. This is the substitute for the Houses of Commons and 
of Lords. A similar set-up is applicable to the United States. The 
Cooperative League, with its educational work on one side and its 
National Cooperatives, as its business department, on the other 
side, represents the consumers. Organized labor and the farmers’ 
productive associations of all kinds represent the producers. 

As a matter of fact, this would not be so great a change from 
the present political system of representation as it might seem. In 
many countries the ‘dower house” theoretically is supposed to 
represent the consumers in all the geographical sections of the 
country in proportion to their number, and its deliberations are 
supposed to be in the interest of the consumers of each constitu- 
ency. The Senate, or “upper house,” is really an industrial assem- 
bly. Its members in general represent the great industries such as 
railroads, coal, steel, lumber, oil, land, cotton, banking, etc. The 
representatives in this central body are, however, not workers in 
these various crafts but are often lawyers and agents of business, 
representing chiefly owners. The confusing aspect of this present 
political organization is that the owners are a comparatively small 
and privileged class and their representatives in the industrial as- 
sembly are required to promote the fiction that their concern is for 
all of the people. 

As profit-making business, with its possibilities of war, labor dis- 
orders, and crime, and its need for police, courts, jails, and legisla.^ 
tion, declines, the political functions would be curtailed. As civil- 
ization proceeds, the useful functions now performed continue to 
devolve more and more upon the cooperative society. In the course 
of time, it may be possible, the relic of the political state would 
disappear, or remain as the Bureau of Extrasocial Affairs, ha-ving 
to do largely with the vagrant souls who do not care to be mem- 
bers of the cooperative society. I trust that existing governments 
will take no offense at this prophecy of their fate. The consolation 
is offered, that worse things than this happen to governments. 

The successor of the national political government would then 
consist of a national congress composed of the two groups, the 
representatives of the consumers and the representatives of the 
workers. These would be closely harmonized as indi-viduals for 
the reason that the workers, first, would be employed in coopera- 
tive industries owned by the consumers} and, second, they would 
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as individuals be members of the consumers’ societies which own 
the industries and. which give them employment. 

Already the workers and the employers in cooperative industry 
would have come close together. Here at last we see them meet 
as the representatives of the people who are in the enterprise of 
doing with their brains and their hands the useful services needed 
by society. When this point in the social evolution is reached, the 
interests of industry, housekeeping, the family, and the supplying 
and enjoying of things will have at last arisen to the importance 
now occupied by the state. The government, the police power, the 
political regulating authority, and the profit-making system will 
have receded to a minor position. 

The political state is occupied with governing people j the co- 
operative democracy is concerned not with the government of men, 
but with the administration of things. 

There are usually three departments in a state government: the 
legislative, executive, and judiciary. The useful features of these 
three departments can be assumed by the cooperative democracy. 
The congress of the consumers and workers can take the place of 
the present legislative department of government. Instead of the 
legislative functions of governments, the local cooperative societies 
and the national congress would adopt rules and regulations for 
mutual good. Lawmaking as such would not prevail. The func- 
tions would be those of collecting information, the promotion of 
ways and means for supplying needs, the formulation of policies, 
and the framing of mutual agreements. 

The centralized federal functions of the societies would be re- 
duced as much as possible and would have to do only with those 
affairs which can be treated best by a body of representatives cover- 
ing a large geographical area and representing many people. They 
would be largely advisory and administrative. The collection and 
collation of facts and information would receive especial attention 
as the foundation for action. The chief conference, advisory, and 
administrative functions would be carried on by the local societies, 
leaving for the national organization as little as possible. Its func- 
tion would be, as is that of national cooperative congresses, largely 
fact finding, educational, and inspirational. 

The executive department in a cooperative democracy would 
grow out of the boards of directors of the constituent national or- 
ganizations. Such an executive board would serve as a national 
body for quick action and administration. It would appoint the 
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various technical administrative boards. These technical boards 
would be comparable to what now constitutes the various depart- 
ments and ministries of the governments such as have heads called 
"secretaries” and "ministers.” 

Foreign relations and other special functions would naturally 
call for experts. A finance department would employ experts to 
administer fiscal affairs. The dispatch department would have to 
do with highways, railroads, transportation, mails, telegraph, and 
express. The science department would have to do with the promo- 
tion of discovery and invention, the rewards and protection of in- 
ventors, weather prognostication, geological surveys, statistics, 
standardization, and everything in the interest of science. The 
health department would have to do, not only with regulating 
health administration, but with providing the people with infor- 
mation. It should also indicate the steps which local societies may 
take to protect the health of their members. The departments of 
education, recreation, arts, and vocational training would organize 
these respective interests. The department of police would per- 
form those social services of direction and assistance which repre- 
sent the useful police functions. Each of these technical depart- 
ments would have its necessary experts appointed because of 
fitness, precisely as the board of directors of a cooperative society 
now appoints managers and other experts. 

The judiciary, as represented in the Supreme Court in some 
states, would disappear. In its stead would be the Board of Arbi- 
tration. This body would arbitrate questions of national scope. It 
would be governed by rules of procedure similar to those govern- 
ing the Boards of Arbitration of local district societies. Civil cases, 
representing differences between individuals which constitute much 
of court practice, would come before a Board of Arbitration, The 
board for delinquents would be a local body. 

These are some of the more important departments. The con- 
gress would have the power to recommend the establishment of 
others according to the needs. Elections as a rule would be for 
short terms. Proportional representation would be provided. 

The national bodies would perform the functions of central ad- 
ministration such as are now thought of in connection with a 
national government. A similar organization would exist in dis- 
tricts, states, counties, or townships as the population and needs 
of the people indicate. The national organization, thus created by 
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the local societies, would derive its authority from them and be 
controlled by them. There would be nothing comparable to the 
present centralized government or control. The control would be 
from without toward the center. 

COOPERATION AND THE SOCIAL OFFENDER 

The governmental department which, perhaps, is most closely 
incorporated in the state is the judiciary. Let us take this branch 
of government, and with reference to its most difficult side, deal- 
ing with the social offender, and apply to it the tests of cooperation. 
It is assumed by statesmen that the state is necessary especially for 
the purpose of the “administration of justice.” For this reason, 
let us examine this matter in the light of its nonpolitical possi- 
bilities. 

... As to the criminal who has offended against the individual 
or against society, he is either sick or he is a creation of the polit- 
ical state. Cooperative democracy should not recognize him. There 
is no criminal. Of all the crimes committed by the political society, 
among the greatest are its crimes against its criminals. As the 
political society multiplies laws, it multiplies criminals. The num- 
ber of criminals is increased while the human character remains 
unchanged. This is a political paradox. The state makes criminals 
and then proceeds to commit crimes against them. 

The man who has done a cruel, unjust or unsocial act naturally 
falls within one of two classes: he is mentally defective, sick; or 
he is the victim of social injustice. Sending him to jail as a punish- 
ment, or killing him, is the remedy for neither of these. 

. . . How can diagnosis be substituted for persecution, and 
treatment for punishment? Instead of the court, cooperative de- 
mocracy would have a board for delinquents. This would be a 
diagnostic institute — diagnosticians, instead of judges. The diag- 
nosticians would be of two classes, the physicians, alienists, and 
psychologists, and the sociologists; each would have advisory ex- 
perts. The first of these would be learned in problems of action of 
the human mind with special reference to its abnormalities; the 
second would know the relations of society to human conduct. 
These are, indeed, different from the judge, whose qualifications 
consist in his knowledge of the fixed laws of the state, with especial 
reference to their relations to punishments; his knowledge of 
humanity and his sympathies may be negligible. 
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The diagnostic work having been done and the decision made, 
the remedy would then be in the hands of still another tribunal, 
precisely as in medicine the departments of diagnosis and treat- 
ment are best administered separately. 

The mentally disordered person who has done an unsocial act 
would be placed under treatment for his disorder. 

... In the event that a delinquent has done an unsocial act 
because of the influences of society upon him, the important step 
is that society shall publicly be advised of its deficiency and that 
the proper body shall be charged with carrying out constructive 
remedies in the interest of both the offender and the offended 
against. Scientific and humane examination of offenses tends to 
wipe out the “offense” and leave little to forgive. “To know all 
is to forgive all.” Should there remain a moral sense of guilt, for- 
giveness is the treatment to heal the last vestige of the wound. 
This is an old principle that has come down to us from the East 
through at least five thousand years. It has an enduring virtue. 
The modern doctrine of punishment, which has been promoted by 
the zeal for autocratic power, for privilege, and for the suppres- 
sion of democracy, has nothing comparable to offer. 

While these social reforms may be carried out in other forms 
of society, three facts remain: they are not carried out in the 
present capitalistic society j the present society is not organized nor 
qualified to carry them outj and the cooperative democracy is 
adapted to their evolution. 

It is entirely possible that, as cooperative democracy grows, the 
world may shake off the complex and brutalizing web of proce- 
dures in which it has become enmeshed, and introduce the prin- 
ciples of science, kindness, and justice in their stead. 

The Cooperative State® 

It is generally admitted that the modern legislative body, even 
though it has social democratic characteristics, is utterly helpless 
to prevent the masses from being proletarian, or to save them from 
panic and depression. The cause is easily discovered, in that the 
parliamentary machine concerns itself only with legislative prob- 
lems to the neglect of the fundamentals of industry, and of the 

^Quoted, with permission, from Brotherhood Economics^ by Toyohiko Kagawa, 
Harper & Brothers, New York, 193d, pag^ 154-178. 
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professions in which people have the greatest concern. That is to 
say, it fails to touch fundamentally the problems of life. 

In order to carry into effect in all phases of life the principle 
of brotherhood love a cooperative state should be established. 

BOVERWIItEWT OF A COOPERATIVE STATE 

(Double fines indioate function. 

Single tinea indicate rehrbiomhip.) 



This would be built upon the basis of economic cooperatives incor- 
porated into a national federation and would consist of two houses, 
called the industrial congress and the social congress, and a 
cabinet. 
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COOPERATIVE FEDERATION 

The purpose of a cooperative federation would be to . free 
national industry from the system of exploitation, and to lead it 
to planned economics. Its coordinated organs would be: First, 
health and insurance organizations; second, producers’ coopera- 
tive societies; third, marketing and transportation cooperatives; 
fourth, systematic organization of credit cooperatives; fifth, organ- 
izations belonging to mutual aid cooperatives (educational, pro- 
fessional, and social welfare) ; sixth, utility cooperatives; seventh, 
consumers’ cooperatives. If these seven kinds of cooperatives were 
coordinated in a federation, the problems of industry and all the 
internal industrial problems of a nation would be studied — ^in 
particular, the three great problems of property, inheritance, and 
contract. Such a cooperative federation would carry on a systematic 
study of all the problems relating to all of these coordinated or- 
ganizations in order to rationalize industry to avoid waste and 
thus to be mutually helpful, with no organization profiting at the 
expense of the other. This federation would discuss not only the 
ways and means of the cooperative movement inside a nation, but 
would also study and discuss practical ways and means of inter- 
national trade through cooperatives. . . . 

THE INDUSTRIAL CONGRESS 

We have persistently stated that the element of legislation is 
only one of the seven elements of economic value, and, therefore, 
its tiinction is only one-seventh of the whole. In order to remedy 
this defect in the legislative body which is based upon social de- 
mocracy, its members should be elected chiefly from the seven 
types of cooperative organizations through the cooperative federa- 
tion. If we depend upon resolutions passed by this consumers’ 
cooperative federation alone, however, laborers who are engaged 
in production and other forms of work, may be faced with unfair 
laws. A labor federation should be formed, therefore, in order to 
protect the rights of laborers. Representatives from the coopera- 
tive, and from the labor federations should constitute the member- 
ship of this proposed industrial congress. This would enable the 
industrial congress to deal fairly with all matters under its juris- 
diction. 

This congress would consider first industrial problems. It would 
discuss and legislate in all matters concerned with the economic life 



COOPERATIVE SUBSTITUTES FOR POLITICAL STATE 3O3 

of the nation, building upon a planned and non-profiteering basis. 
The congress would also reexamine all measures referred to it by 
the social congress. Such matters as relate to religion, philosophy, 
ethics, diplomacy, military affairs, and the national budget would 
receive criticism and adjustment from the standpoint of the various 
industries. 

The greatest problem for the industrial congress, however, 
would be the consideration of how the vast productive organiza- 
tions which have been developed under the capitalistic system, 
might be brought under cooperative management. If coordinated 
cooperatives are combined in a federation, the nation could loan 
paper money to the credit cooperatives without interest, and thus 
enable the federation to purchase all the main industries of the 
nation. Even if everything were brought under national manage- 
ment, however, the change might produce but another form of 
capitalism. If the principles of cooperative management were not 
understood, wealth would again be concentrated in the hands of 
the few through the existing monetary system. Another solution 
of this problem would be to recognize the ownership of individuals 
with the cooperatives buying the right of management from them 
under a plan of long term installments. In case of violent revolu- 
tion confiscation would expedite this transfer. In a cooperative 
state, however, there can be no resort to violent confiscation, but 
only an opportunity given to capitalists to withdraw in an orderly 
manner. If control were secured by purchase instead of by con- 
fiscation and if the terms of purchase extended the payment over 
a considerable period of time, the capitalists would come to recog- 
nize the new order as valid and might find in it a new field for 
their activities. The greatest problem for the industrial congress to 
consider would be some method of transferring the system of 
private property over to a system of cooperative property. 

The next study for the industrial congress would be the rate and 
amount of taxation which cooperatives should pay to the nation. 
A form of single tax might be levied, or the present system of 
multiple taxation might be continued as vinder the capitalistic state. 
Although single tax may be ideal in the cooperative state, its 
method of collection would be difficult. The nation might be com- 
pelled to maintain the old form of multiple taxation. 

The industrial congress should investigate also ways and means 
of establishing close relations with enterprises which are already 
under public control. If these are progressing smoothly and if 
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proper connections be made, then cooperatives might let them con- 
tinue as they are. If nationally owned enterprises like the postal 
service, telephone, and telegraph service, are rendered more effi- 
cient because they are national, the cooperatives should by all 
means continue them as such. Those enterprises which have psy- 
chological elements, such as national health insurance, and unem- 
ployment insurance, should be carried on under a combined 
national cooperative management. Most things that may be classed 
as consumptive economics would be promoted better under coop- 
erative management which permits a greater efficiency because of 
its elasticity. 


THE SOCIAI. CONGRESS 

An industrial congress alone, however, would have no facilities 
by which to care for research in such problems as those of religion, 
thought, art, education, culture, music, and morals. Hence, experts 
or professional persons should be elected to give themselves solely 
to such work. Even though such problems as diplomacy and mili- 
tary affairs have a relation to industry, they are in a different 
sphere and should also be assigned to specialists. Beside the indus- 
trial congress, therefore, a social congress should be formed to 
which persons from the organs coordinated with cooperatives and 
with labor unions should be elected, and in which the industrial 
congress itself should be represented by those whom it elects. Gen- 
eral elections would be necessary in order to meet the requirements 
of mass psychology. Hence, the majority of the members of the 
social congress should be elected by universal suffrage. 

Since the social congress is to be subject to, and controlled by, 
current thought and opinion, it would have a tendency to indulge 
in trifling debates which would result only in differing judgments 
and failure to reach a unanimous agreement. This would be very 
detrimental to industrial legislation. If cooperative unions were 
to be divided on every new issue, the result would be chaos and 
unrest. It is evident, therefore, that the social congress should be 
absolutely separate from the industrial. 

The laws which would be passed by the industrial congress 
should be submitted to the social congress which woxild approve 
or veto them as it did, or did not, consider them proper social 
measures. The social congress should in turn pass them on to the 
proper executive body. Vice versa, the legislations of the social 
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congress should be referred to the industrial congress for approval 
or veto. The reason for getting the approval of the social congress 
for any measures passed by the industrial congress is to correct 
abuses in resolutions which might be passed unwisely by force of 
rnass psychology. Also, it would be well to consider industrial 
programs not only as such, but also from the standpoint of reli- 
gion, philosophy, morality, and international relations. Obviously, 
the secondary (or social) congress is a necessity. As I have repeat- 
edly said, there is a fear the industrial organizations may lack 
ethical consciousness, so that the members become egotistic profit- 
seekers, who may pass fair measures for internal affairs, while they 
are too nationalistic in international dealings. To prevent this it is 
absolutely necessary to form a social congress. 

Beside the bills, which might be submitted to it by the industrial 
congress, the social congress would consider nationally-owned en- 
terprises and the national budget. These matters would then be 
referred to the industrial congress. Since the personnel of the 
social congress would be entirely different from that of the indus- 
trial congress, it would be unwise to give it final legislative author- 
ity even in the matters assigned to it. The members of cooperatives 
as general tax-paying citizens might be forced by the social con- 
gress to bear a disproportionate burden. It would be necessary, 
therefore, for these measures to be voted upon by the industrial 
congress also. 

We have noted that when cooperatives are organized as coor- 
dinated machinery for non-profiteering, planned economics, they 
have a tendency to center about the interests of consumers. Al- 
though they are organized for a non-profiteering purpose, some- 
times they have the defect of not considering at all the conditions, 
the hours, and the wages of the laboring classes. In order to over- 
come this defect, therefore, we would need to form a labor union 
legislature which would function with the cooperative federations 
in matters of laborers’ conditions, hours, and wages. The farmers 
and fishermen who are not usually found in the labor unions, 
should also be organized. They have heretofore had to sell their 
products at the lowest possible rates to city middlemen, and need 
to be organized into cooperatives to assure them proper income 
and to improve their laboring conditions, both of which accom- 
plishments would raise their standard of living. They would have 
their voice in the system, if they were organized. If the labor 
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unions made unusual demands, declaring a general strike in oppo- 
sition to cooperatives, then the social congress would have to pass 
upon the dispute as an ethical question, or even appeal to the 
courts. In a cooperative society people’s rights to life and labor 
would be assured, and a system of unemployment insurance would 
be established. Unreasonable demands beyond these recognized 
rights would paralyze cooperative economics. We should, there- 
fore, establish a system of arbitration through which we could ad- 
just smoothly and fairly all problems of industry. . . . 

POLICE SYSTEM 

In a cooperative state or society where planned economics was 
carried out on a non-profiteering basis, people might not suffer 
economically, but there are other ways in which they might be 
harmed. As long as liquors, syphilis, and harmful drugs remain, 
many mental patients, idiots, and mentally deficient persons will 
continue to commit crimes and to disturb the peace. This neces- 
sitates a certain measure of police precaution and protection. In 
order to defend ourselves against the possible internal insurrec- 
tions of the mentally unbalanced and against the possible mad 
invasion of a foreign power, we must have a military police force. 
Of course, if there were an international military police force, we 
could avail ourselves of that. . . . 

PRIVATE OWNERSHIP AND INDIVIDUAL ENTERPRISE 

As long as planned economics can be accomplished through co- 
operatives in all spheres of social economics (marketing, utility, 
credit, producers’, mutual aid, consumers’, and insurance), surplus 
profits could be divided as a reward for individual labor in these 
spheres with the addition of a possible annual pension and bonus. 
It is not necessary to have equal distribution} but it may be prefer- 
able to make some classification of reward to create just competi- 
tion. It is necessary to teach the spirit of thrift instead of waste 
with the savings which are contributed for society. I do not con- 
sider it wrong, therefore, to recognize a limited system of private 
ownership as long as it does not jeopardize public industry. To 
abolish absolutely the system of private ownership would cause 
people to form the habit of considering even public property as 
their own, to abuse as they pleased. In Soviet Russia they tried 
at first to equalize everything. In the end, they met with failure, 
however, and I am informed that they now have a system of wage 
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scales. To ignore private ownership has always been the practice 
of thieves. . . . 

I am not advocating a system of private ownership in all spheres 
of social economics. I do not recognize the right of private owner- 
ship in the fields of production, marketing, transportation, mone- 
tary circulation, mutual aid, and utility cooperatives. But I do 
believe that it is quite legitimate to recognize private ownership 
of money and personal requirements. In regard to residence we 
may not recognize the right to absolute ownership, yet we must 
recognize the right to privacy, undisturbed study, and experi- 
mentation. Recognition of such private ownership would never 
threaten the welfare of social economics. Private ownership of ar- 
ticles involved in private consumption, as long as they do not be- 
come luxuries, is no detriment to society. 

Although private enterprises would have to be prohibited in a 
socialistic system, they may be permitted in a cooperative state. 
I believe that it is necessary to allow individual enterprises to exist 
in order to encourage social progress through individual inven- 
tion and discovery. When individual enterprises accumulate too 
much wealth, however, the industrial congress should legislate to 
cooferatize them lest they jeopardize society. . . . 

PHILANTHROPY AND EDUCATION 

What would happen to philanthropy and to education if the co- 
operative movement became fully established. Although there 
would be fewer rich men under the cooperative system it would 
be better than capitalism as a system to promote both education and 
philanthropy. The amount of money in society is the same whether 
we have extremes of wealth and poverty or a more equitable divi- 
sion. If, as under the cooperative movement, everyone has more 
nearly the same amount of money it is easier for each to con- 
tribute. . . . The more people who are interested in and support 
philanthropy and education, the sounder is the basis of their sup- 
port. Moreover, the very experience of participation as a member 
of a cooperative is educational. At present our capitalistic schools 
are teaching competition. This cannot possibly be a good education, 
to teach the enriching of the very few at the expense of the many, 
to teach competition that leads to war. All of these things are part 
of our educational system. Both for society and for education we 
need a cooperative system based on the Christian principles of 
brotherhood love. 



308 INTRODUCTION TO THE COOPERATIVE MOVEMENT 

The Rural Cooperative Community (Ireland)® 

It is the business of the rural reformer to create the rural com- 
munity. It is the antecedent to the creation of a rural civilization. 
We have to organize the community so that it can act as one body. 
It is not enough to organize farmers in a district for one purpose 
only — ^in a credit society, a dairy society, a fruit society, a bacon 
factory, or in a cooperative store. All these may be and must be 
beginnings} but if they do not develop and absorb all rural busi- 
ness into their organization they will have little effect on charac- 
ter. No true social organism will have been created. If people 
unite as consumers to buy together they only come into contact on 
this one point} there is no general identity of interest. If coop- 
erative societies are specialized for this purpose or that — ^as in Great 
Britain or on the Continent — ^to a large extent the limitation of 
objects prevents a true social organism from being formed. The 
latter has a tremendous effect on human character. The special- 
ized society only develops economic efficiency. The evolution of 
humanity beyond its present level depends absolutely on its power 
to unite and create true social organisms. . . . 

Now it may be said I have talked a long while round and round 
the rural community, but I have not suggested how it is to be 
created. I am coming to that. It really cannot be created. It is a 
natural growth when the right seed is planted. Cooperation is the 
seed. Let us consider Ireland. Twenty-five years ago there was not 
a single cooperative society in the country. Individualism was the 
mode of life. Every farmer manufactured and sold as seemed best 
in his eyes. It was generally the worst possible way he could have 
chosen. Then came Sir Horace Plunkett and his colleagues, preach- 
ing cooperation. A creamery was established here, an agricultural 
society there, and having planted the ideas it was some time before 
the economic expert could decide whether they were planted in 
fertile soil. But that question was decided many years ago. The 
cooperative society, started for whatever purpose originally, is an 
omnivorous feeder, and it exercises a magnetic influence on all 
agricultural activities} so that we now have societies which buy 
milk, manufacture and sell butter, deal in poultry and eggs, cure 
bacon, provide fertilizers, feeding-stufifs, seeds, and machinery for 

® Quoted, with permission, from TAe Naiioml Being, by George Russell (A.E.), 
The Macmillan Co., New York, 1937, pages 40-54. 
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their members, and even cater for every requirement of the 
farmer’s household. This magnetic power of attracting and absorb- 
ing to themselves the various rural activities which the properly 
constituted cooperative societies have, makes them develop rap- 
idly, until in the course of a decade or a generation there is created 
a real social organism, where the members buy together, manufac- 
ture together, market together, where finally their entire interests 
are bound up with the interests of the community. I believe in 
half a century the whole business of rural Ireland will be done 
cooperatively. This is not a wild surmise, for we see exactly the 
same process going on in Denmark, Germany, Italy, and every 
country where the cooperative seed was planted. Let us suppose 
that in a generation all the rural industries are organized on co- 
operative lines, what kind of a community should we expect to 
find as the result? How would its members live? what would be 
their relations to one another and their community? The agricul- 
tural scientist is making great discoveries. The mechanical engineer 
goes from one triumph to another. The chemist already could work 
wonders in our fields if there was a machinery for him to work 
through. We cannot foretell the developments in each branch, but 
we can see clearly that the organized community can lay hold of 
discoveries and inventions which the individual farmer cannot. It 
is little for the cooperative society to buy expensive threshing sets 
and let its members have the use of them, but the individual 
farmer would have to save a long time before he could raise sev- 
eral hundred pounds. The society is a better buyer than the indi- 
vidual. It can buy things the individual cannot buy. It is a better 
producer also. The plant for a creamery is beyond the individual 
farmer j but our organized farmers in Ireland, small though they 
are, find it no trouble to erect and equip a creamery with plant 
costing two thousand pounds. The organized rural community of 
the future will generate its own electricity at its central buildings, 
and run not only its factories and other enterprises by this power, 
but will supply light to the houses of its members and also me- 
chanical power to run machinery on the farm. One of our Irish 
societies already supplies electric light for the town it works in. 
In the organized rural community the eggs, milk, poultry, pigs, 
cattle, grain, and wheat produced on the farm and not consumed, 
or required for further agricultural production, will automatically 
be delivered to the cooperative business centre of the district, 
where the manager of the dairy will turn the milk into butter or 
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cheese, and the skim milk will be returned to feed the community’s 
pigs. The poultry and egg department will pack and dispatch the 
fowl and eggs to market. The mill will grind the corn and return 
it ground to the member, or there may be a cooperative bakery 
to which some of it may go. The pigs will be dealt with in the 
abattoir, sent as fresh pork to the market or be turned into bacon 
to feed the members. We may be certain that any intelligent rural 
community will try to feed itself first, and will only sell the sur- 
plus. It will realize that it will be unable to buy any food half 
as good as the food it produces. The community will hold in com- 
mon all the best machinery too expensive for the members to buy 
individually. The agricultural labourers will gradually become 
skilled mechanics, able to direct threshers, binders, diggers, cul- 
tivators, and new implements we have no conception of now. 
They will be members of the society, sharing in its profits in 
proportion to their wages, even as the farmer will in proportion 
to his trade. The cooperative community will have its own car- 
penters, smiths, mechanics, employed in its workshop at repairs or 
in making those things which can profitably be made locally. There 
may be a laundry where the washing — a heavy burden for the 
women — will be done: for we may be sure that every scrap of 
power generated will be utilized. One happy invention after an- 
other will come to lighten the labour of life. There will be, of 
course, a village hall with a library and gymnasium, where the 
boys and girls will be made straight, athletic, and graceful. In the 
evenings, when the work of the day is done, if ■we went into the 
village hall we would find a dance going on or perhaps a concert. 
There might be a village choir or band. There would be a com- 
mittee-room where the council of the community would meet once 
a week} for their enterprises would have grown, and the business 
of such a parish community might easily be over one hundred 
thousand pounds, and would require constant thought. There 
would be no slackness on the part of the council in attending, be- 
cause their fortunes would depend on their communal enterprises, 
and they would have to consider reports from the managers and 
ofiicials of the various departments. The cooperative community 
would be a busy place. In years when the society was exceptionally 
prosperous, and earned larger profits than usual on its trade, 'we 
should expect to find discussions in which all the members would 
join as to the use to be made of these profits: whether they should 
be altogether divided or what portion of them should be devoted 
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to some public purpose. We may be certain that there would be 
animated discussions, because a real solidarity of feeling would 
have arisen and a pride in the work of the community engendered, 
and they would like to be able to outdo the good work done by 
the neighbouring communities. 

. . . There is nothing to prevent such communities being 
formed. They would be a natural growth once the seed was 
planted. We see such communities naturally growing up in Ire- 
land, with perhaps a little stimulus from outside from rural re- 
formers and social enthusiasts. If this ideal of the organized rural 
community is accepted there will be difficulties, of course, and 
enemies to be encountered. The agricultural middleman is a pow- 
erful person. He will rage furiously. He will organize all his 
forces to keep the farmers in subjection, and to retain his peculiar 
functions of fleecing the farmer as producer and the general pub- 
lic as consumer. But unless we are determined to eliminate the 
middleman in agriculture we will fail to effect anything worth 
while attempting. I would lay down certain fundamental proposi- 
tions which, I think, should be accepted without reserve as a basis 
of reform. First, that the farmers must be organized to have com- 
flete control over all the business connected with their industry. 
Dual control is intolerable. Agriculture will never be in a satis- 
factory condition if the farmer is relegated to the position of a 
manual worker on his landj if he is denied the right of a manu- 
facturer to buy the raw materials of his industry on trade terms j 
if other people are to deal with his raw materials, his milk, cream, 
fruit, vegetables, live stock, grain, and other produce j and if these 
capitalist middle agencies are to manufacture the farmers’ raw 
material into butter, bacon, or whatever else: are to do all the mar- 
keting and export, paying farmers what they please on the one 
hand, and charging the public as much as they can on the other 
hand. The existence of these middle agencies is responsible for a 
large proportion of the increased cost of living, which is the most 
acute domestic problem of modern industrial communities. They 
have too much power over the farmer, and are too expensive a 
luxury for the consumer. It would be very unbusinesslike for any 
country to contemplate the permanence in national life of a class 
whose personal interests are always leading them to fleece both 
producer and consumer alike. So the first fundamental idea for 
reformers to get into their minds is that farmers, through their 
own cooperative organizations, must control the entire business 



312 INTRODUCTION TO THE COOPERATIVE MOVEMENT 

connected with agriculture. There will not be so much objection 
to cooperative sale as to cooperative purchase by the farmers. But 
one is as necessary as the other. We must bear in mind, what is 
too often forgotten, that farmers are manufacturers, and as such 
are entitled to buy the raw materials for their industry at whole- 
sale prices. Every other kind of manufacturer in the world gets 
trade terms when he buys. Those who buy — not to consume, but 
to manufacture and sell again — get their requirements at whole- 
sale terms in every country in the world. If a publisher of books 
is approached by a bookseller he gives that bookseller trade terms, 
because he buys to sell again. If I, as a private individual, want one 
of those books I must pay the full retail price. Even the cobbler, 
the carpenter, the solitary artist, get trade terms. The farmer, 
who is as much a manufacturer as the shipbuilder, or the factory 
proprietor, is as much entitled to trade terms when he buys the 
raw materials for his industry. His seeds, fertilizers, ploughs, im- 
plements, cake, feeding-stuffs are the raw materials of his industry, 
which he uses to produce wheat, beef, mutton, pork, or whatever 
elsej and, in my opinion, there should be no differentiation be- 
tween the farmer when he buys and any other kind of manufac- 
turer. Is it any wonder that agriculture decays in countries where 
the farmers are expected to buy at retail prices and sell at whole- 
sale prices? We must not, to save any friction, sell the rights of 
farmers. The second proposition I lay down is that this necessary 
organization work among the farmers must be carried on by an 
organizing body which is entirely controlled by those interested 
in agriculture — farmers and their friends. To ask the State or a 
State Department to undertake this work is to ask a body influ- 
enced and often controlled by powerful capitalists, and middle 
agencies which it should be the aim of the organization to elimi- 
nate. The State can, without obstruction from any quarter, give 
farmers a technical education in the science of farming 5 but let it 
once interfere with business, and a horde of angry interests set to 
work to hamper and limit by every possible means 5 and com- 
promises on matters of principle, where no compromise ought 
to be permitted, are almost inevitable. 

A voluntary organizing body like the Irish Agricultural Organ- 
ization Society, which was the first to attempt the cooperative 
organization of formers in these islands, is the only kind of body 
which can pursue its work fearlessly, unhampered by alien inter- 
ests. The moment such a body declares its aims, its declaration 
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automatically separates the sheep from the goats, and its enemies 
are outside and not inside. The organizing body should be the 
heart and centre of the farmers’ movement, and if the heart has its 
allegiance divided, its work will be poor and ineffectual, and very 
soon the farmers will fall away from it to follow more single- 
hearted leaders. No trades union would admit representatives of 
capitalist employers on its committee, and no organization of 
farmers should allow alien or opposing interest on their councils 
to clog the machine or betray the cause. This is the best advice I 
can give reformers. It is the result of many years’ experience in 
this work. An industry must have the same freedom of movement 
as an individual in possession of all his powers. An industry 
divided against itself can no more prosper than a household 
divided against itself. By the means I have indicated the farmers 
can become the masters of their own destinies, just as the urban 
workers can, I think, by steadfastly applying the same principles, 
emancipate themselves. It is a battle in which, as in all other bat- 
tles, numbers and moral superiority united are irresistible j and 
in the Irish struggle to create a true democracy numbers and the 
power of moral ideas are with the insurgents. 

The Cooperative Commonwealth'* 

As will have been made abundantly manifest in this book, we 
stand frankly — ^while recognising the large and important part 
to be played in the Cooperative Commonwealth by the independ- 
ent and autonomous associations of producers — for the supremacy, 
in the ownership, direction, and management of the industries and 
services by which the nation lives, of the community organised as 
consumers and citizens. And we do so, not merely because, in our 
judgment, the teaching of experience is that only by placing the 
ownership of the instruments of production, the decision as to 
what shall be produced, and the functions of direction and manage- 
ment in the hands of democracies of consumers and citizens can 
general efficiency be secured or the interests of the community 
safeguarded, but also because this form of social organisation ap- 
pears to us to correspond, not merely with the economic exigen- 
cies of the present time, but also with certain fundamental features 
of a Cooperative Commonwealth. 

Quoted, with permission, from The Consumer^ Cooferathe Movement^ by Sidney 
and Beatrice Webb, Long^mans, Green & Co., London, 1921, pages 478-4.87. 
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We all realise to-day that it is a profound mistake to regard 
the making of pecuniary profit, or even the amassing of wealth, 
as the object of life. It is merely another form of the same error, 
itself due to the perversions of the Capitalist System of the last 
two or three centuries, to make the processes of production of 
useful commodities and services the fundamental basis of our 
social organisation. Man does not live in order that he may work. 
He works merely in order that he may be able to live. The work 
that every healthy adult is called upon to perform in the produc- 
tion of useful commodities and services is not, and ought never 
to become — ^any more than the making of pecuniary profit or the 
amassing of wealth the principal object and purpose of his exist- 
ence. This work is merely the price which (so that the burden may 
not fall more heavily upon his fellow-men) he is called upon to 
pay for the privilege of living. Equity demands that every healthy 
adult without exception should put into the common stock of com- 
modities and services at least the equivalent of what he consumes, 
in order that the world may not be the poorer for his presence. 
. . . Personal beauty and personal charm j the joy of intellectual 
comradeship j the consolation of self-sacrificing friendship 5 the 
play of wit and humour j the highest reaches of art, science, and 
religion cannot be organised, controlled, or produced, either by 
democracies of producers or by democracies of consumers. They 
are the priceless gifts of individual genius, above and beyond any 
social organisation. They are part of the perpetual act of creation, 
not rendering services which can be paid for by livelihood, but 
adding new values to humanity’s life. 

Thus, in our view, in the Cooperative Commonwealth of the 
future, the production of all the needful commodities and services, 
far from affording the fundamental basis of social organisation, 
will assume a continuously decreasing importance in social life. 
Nor is this only a matter for the future. In the last analysis every 
civilised community, at every stage of its development, must be 
judged by the degree to which it does, in fact, enable its people, 
as an aggregate, by the lightness of the common burden and the 
amount of effective freedom for personal expansion, thus to lead 
the highest life. The final end to be served by social organisation 
can be nothing but the largest possible amount of the highest pos- 
sible development of individual personality. 

Let us now return to that part of life which is spent in paying 
the price — that is to say, man’s work in the production of the 
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commodities and services needed in order that the community may 
live. Who is to decide what these commodities and services are to 
be? It seems to us clear that, in passing from the individual (and 
extremely scanty) production of the isolated savage, who worked 
only for his own consumption, to the associated (and greatly in- 
creased) production of social life, which is necessarily almost en- 
tirely for other people’s consumption, the individual parts with 
his untrammelled freedom to decide what he will produce. The 
price that he is called upon to pay for the privilege of living in 
society — ^the work which, merely in order not to increase the bur- 
den of his fellow-men, he has to do for the community in the 
production of commodities and services — must be determined, not 
by what the producer chooses, but by what the consumers desire. 
It is accordingly for the community of consumers and citizens, 
not for any producer, or association of producers, to decide (though 
not to the exclusion of conference and discussion with the pro- 
ducers) what shall be produced, and where and whenj in what 
kinds, what quantities, and what qualities j and also, seeing that 
process determines cost, by what process and at what price. Nor 
is this to take a low and what is often criticised as a materialist view 
of social organisation. There is no limitation to material goods. 
All the commodities and services that need to be produced for 
the maintenance of social life, the highest and most refined, as well 
as the grossest and most material, have, if only to secure univer- 
sality in their enjoyment, to fall within the sphere of democracies 
of consumers. We are, in fact, habitually misled by our too narrow 
view of the social function of consumption. It is necessarily the 
consumer who, according to his tastes and desires, determines the 
demand and “sets the fashion,” and thereby decides the kinds and 
qualities of the commodities and services, high or low, material or 
spiritual, that shall be produced. “Consuming goods ... is the 
creation of a type of life.” In the social organisation of the world, 
the act of consumption “is directive: it is constructive.” The func- 
tion, in this sphere, of the community of consumers and citizens — 
and it is one of prime importance, not to be neglected with im- 
punity — ^is to see to it that the environment of the individual 
(which must, in the main, be beyond his own control) is such as 
in no case to prevent the exercise of his personality or to interfere 
with his spiritual development, and, so far as may be found prac- 
ticable, actually to promote it. This control of the enviromnent 
involves a momentous choice by the community of consumers and 
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citizens, a choice which every advance in our command over the 
forces of nature will render more easy. And hence we may expect, 
in the distant future, whilst the supply of food, clothing, and other 
material things will represent a steadily diminishing proportion 
of the community’s production, there will be a continuous increase 
in the proportion represented by such common services as educa- 
tion, music, and the theatre, and social intercourse between the 
peoples of different regions of the earth. The beauty of the land- 
scape may even come to be deemed as important as the wheatfield; 
the purity of the atmosphere and uninterrupted sunshine as valu- 
able as a multiplication of factories. More and more of the life 
of the “community will be organised, not mainly to produce goods, 
but to enjoy them,” and with this object, necessarily organised, 
not by associations of those who produce the commodities and serv- 
ices for enjoyment, but by the associations of consumers and citi- 
zens who will enjoy them. And although each individual may be 
allowed, in paying the price, the utmost freedom of choice, ac- 
cording to his inclinations and capacities, within the range of all 
those industries and services that the community of consumers de- 
sires, it will be essential, in order that the common burden may 
not be unnecessarily heavy, that the community of consumers and 
citizens, which, largely for this reason, we would make a democ- 
racy of consumers and citizens, should see to it that the price is 
universally paid. It is in this necessary direction of human effort 
by and through the act of consumption itself, with this common 
obligation to pay the price — and not merely in its proved success 
in practise under existing circumstances — ^that we find the ultimate 
justification for vesting the ownership of the instruments of pro- 
duction (and thereby the power to decide what shall be done with 
them), together with the decision of policy and the function of 
management of the nation’s industries and services — ^in all cases 
subject to consultation with the democracies of producers imme- 
diately affected thereby — ^in one or other form of democracies of 
consumers and citizens. 

. . . Finally, in our vision of tfie future, it follows from what 
we have said, both of democracies of consumers and citizens, and 
of democracies of producers, that, not only every form of govern- 
mental coercion, but also even voluntary collective organisation it- 
self, is very far from being co-extensive with social life. Indis- 
pensable as is this collective organisation in its various forms, its 
sphere has assignable limits. The essential condition of all coercive 
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government, local as well as central — ^the very object and inten- 
tion o£ even the spontaneous and free associations of consumers or 
producers — ^must be, so to define and delimit their own activities, 
that the individual may, beyond these limits, freely and more am- 
ply live his individual life. For democratic machinery is not an end 
in itself but only a means to an end. Exactly as we elaborate and 
enforce a rule of the road, not for the sake of extending the sphere 
of government, but expressly in order to secure to all the users, 
whether pedestrians or cyclists, horse-drivers or motorists, the 
most untrammelled freedom of transit from place to place, so we 
multiply, vary, and correlate democracies of consumers and de- 
mocracies of producers with ever-increasing precision, not for the 
sake of elaborating social machinery, but expressly in order to 
lessen the toil and the friction, the danger and the disorder by 
which we are at present fettered j and thus to secure to each citizen 
the largest measure of liberty to live his own life according to his 
conscience, his talents, and his aspirations. It is in the fact that, in 
contrast with the dictatorship either of the capitalist or of any 
oligarchy, however selected. Democracy alone oflFers the prospect 
of securing, not merely to favoured persons or classes, but to every 
citizen, the maximum for the time being possible of this individual 
freedom of personal development, that we find the justification 
for the application of Democracy to productive industry as well 
as to political government. It is in that sense that we see, in the 
consumers’ Cooperative Movement, an indispensable part of the 
structure of the Cooperative Commonwealth. (In .4 Constitution 
for the Socialist Commonwealth of Great Britain (1920), and 
especially in the chapter entitled “The Reorganisation of the 
Vocational World,” we have sought to give in greater detail our 
view as to the basis and relationships of Trade Union organisation 
to that of the consumers and citizens.) 

A More Liberal Interpretation® 

“The Cooperation of Charles Gide and the Socialism of Jean 
Jaures coincide.” — Albert Thomas. 

There is no doubt that the Cooperative Republic constitutes a 
sodalistic solution of the social problem. Its aim, the ideal which 

* Quoted, 'with permission, from The Cooferatvae Refublic, by Ernest Poisson, 
General Secretary, Cooperative Union of France, The Cooperative Union, Ltd,, Man- 
chester, 1925, pages 87-109. 
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it seeks to realise by its continued development and which it is 
realising partially and by degrees, is identical with that of social- 
ism. And when we say socialism, we wish the word to be taken 
in the exact sense which it has acquired during the past fifty years, 
of the political doctrine of radical social change which has been 
accepted and is held by hundreds of thousands of people, espe- 
cially working people, in France and the world over. We are not 
merely asserting that cooperation is socialistic because it rests on 
an economic theory of collective action and is opposed to individ- 
ualism. If in the beginning the word socialism was used in this 
very general sense, it is employed to-day to denote a more definite 
theory. Neither are we asserting that cooperation is socialistic be- 
cause it promotes a morality founded on brotherhood, and so giv- 
ing the word socialism the denotation of a vague sentiment of 
human fraternity. This meaning it lost a long time ago. The sen- 
timent is so easy to profess that the term might be really any- 
body’s property. 

If cooperation is socialistic, the Cooperative Republic and the 
Social Republic are similar. The economic systems which both aim 
at realising are identical in their main outlines. Of course, this does 
not mean that one must be a socialist in order to be a cooperator. 
Many people who join the cooperative movement are led by other 
motives — cheapness, fair prices, or the elimination of the middle- 
man. The opinions of those who compose the cooperative move- 
ment are of little consequence. Their state of mind has nothing to 
do with the question whether a cooperative society is naturally and 
essentially a socialistic organisation. 

Let us first consider how the doctrines of political socialism are 
defined. If you take the membership card of a member of the 
French Socialist Party, you will read thereon the following state- 
ment of principles, taken from the declarations of international 
congresses: “International agreement and action by the workers. 
Organisation of wage-earners as a class party for the conquest of 
power and the socialisation of the means of production and ex- 
change, that is, the transformation of capitalistic society into col- 
lectivistic or communistic society.” Let us put aside for a moment 
the first three principles, internationalism, the organisation of the 
working class, the conquest of political power, for these are means 
to an end and we shall return to them. Let us note that the object 
of socialism is the socialisation of the means of production and 
exchange. 
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Now, what is the aim of the Cooperative Republic? Here is the 
statement of principles of the National Federation of Consumers’ 
Cooperative Societies, founded on that pact of unity which was the 
basis upon which all the cooperative forces in France came to- 
gether. it sets forth the character of cooperation both in this coun- 
try and abroad more completely than has ever been done anywhere 
else. “Cooperation aims at the substitution for the present competi- 
tive and capitalistic system of a system under which production 
shall be organised for the benefit of the whole body of consumers 
and not for profit, and the gradual attainment of collective owner- 
ship of the means of production and exchange by associated con- 
sumers who will retain henceforward for themselves the wealth 
they create.” Setting aside the question of means, is not this the 
same ultimate purpose? The complete Cooperative Republic, like 
the Social Republic, would achieve collective ownership of the 
means of production and exchange. Cooperative organisation and 
socialisation are thus two allied if not synonymous terms. 

This explains why a number of cooperators refuse to speak of 
what is called socialist cooperation. They argue that that epithet 
adds absolutely nothing to the idea of cooperation. It is a re- 
dundancy which in their opinion damages it morally. Cooperation 
has no need to call itself socialistic in order to be so. They argue 
further that the word socialism is generally understood in a purely 
political sense and that it does not adequately represent the idea, 
common to both socialism and cooperation, of an economic trans- 
formation of society achieved by the collective ownership of the 
means of production and exchange. If socialism were given a 
purely economic meaning, cooperation and socialism would be 
synonymous and it would be a matter of indifference which term 
was used. The ends, the ideals, are the same. But there exist be- 
tween cooperation and socialism a difference of method and a dif- 
ference of view on the means by which they are to be attained. We 
are now concerned in showing clearly the significance of each view. 

. . . Positive Diferences between Political Socialism and Eco- 
nomic Cooperation. — ^The actual differences can be reduced to two 
in number. First, the cooperative economic system claims to abol- 
ish capitalism and to substitute for it a new society, the Coopera- 
tive Republic, which grows within the framework of existing so- 
ciety. Political socialism on the other hand proposes to adopt the 
economic organisation created by capitalism in its most highly de- 
veloped forms and simply to seize it and change its ownership. 
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Economic cooperation depends upon the voluntary action of con- 
sumers and establishes itself inside the capitalistic system. It is a 
work of private initiative. Political socialism is to be established by 
means of the power to compel and implies public action. Secondly, 
economic cooperation is constructive whereas political socialism is 
destructive. 

Some comments on and explanations of these two points are nec- 
essary, especially with regard to elimination by means of competi- 
tion as compared with social transformation through legislation. 
The Cooperative Republic starts with society as it is. It establishes 
itself in the very heart of capitalism and engages in competi- 
tion with capitalistic trade. It creates gradually but completely a 
new society, beginning by displacing private retail trade and then 
wholesale trade. Next it abolishes industrial capitalism, then finan- 
cial capitalism and finally agricultural capitalism. It is continuously 
doing so and will ultimately produce a complete revolution in 
society. The Social Republic intends to make use of the economic 
mechanism built up by capitalism. It declares that all that is neces- 
sary is to make the instruments of production and exchange, at 
present utilised by collective labour for the profit of individuals, 
the property of the community. It asserts that it is altogether su- 
perfluous to set up a new economic system when one already exists 
and that all that is needed is to make it work for the benefit of 
society as a whole. Much less time is required. Moreover, will 
not the realisation of the Cooperative Republic be rendered im- 
possible by the obstacles that will be raised by the protagonists of 
existing society? 

To that the advocates of the Cooperative Republic can reply: 

Firstly, that social revolutions aiid economic reorganisations of 
society, even where such have been followed, preceded or accom- 
panied by political revolutions which have altered the legal basis 
of society, have been durable only if the structure of the new 
society, its methods of production, exchange, and consumption, 
its peculiar economic institutions, have previously attained a con- 
siderable degree of development and are coherent and widely 
difiFusedj 

Secondly, the evolution of the capitalistic system is not proceed- 
ing as rapidly as may be .wished towards the creation on a large 
scale and in the immediate future of the proper institutions for the 
new society. It is better to begin a partial transformation at once 
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than to wait and procrastinate until total transformation becomes 
feasible; 

Thirdly, social revolution by the seizure of power, even if it 
were possible, could be only partial, for the immediate adaptation 
of the existing economic mechanism to the needs of truly social life 
would not be practicable. That is the reason, of course, why polit- 
ical socialism can look forward only distantly to the complete 
realisation of its ideal, as for example, in agriculture or even in 
regard to small traders and independent artisans. Meanwhile the 
cooperative movement, by means of integration and by building 
up each day a part of the new society, advances step by step and 
without pause towards its goal, a complete transformation of so- 
ciety. The palpable progress of the movement in spite of all the 
obstacles it meets and the opposition of capitalism is the best proof 
that the future belongs to it; 

Fourthly, it is not true, as some people would like to assert, 
that the economic machinery of present-day society will be suitable 
for the new social organisation. In truth a new society is not to be 
made by transforming the legal system. The force which belongs 
to political action can create nothing. It can only destroy. Hence 
the diflFerence between economic cooperation, which is constructing 
the society of to-morrow, and political socialism, which aims at 
destruction of the society of to-day. . . . 

THE COOPERATIVE REPUBLIC IS SELF-SUFFICIENT BUT 
NOT ALL-SUFFICIENT 

Clearly the Cooperative Republic considered in the light of its 
scheme of development, even though we have not yet examined 
its Emitations, can claim to be able to effect on its own behalf a 
social transformation. For its economics at least, it has no need of 
any external power. On its own ground it is self-sufficient. But can 
the simultaneous endeavour to establish the Social Republic and 
the Cooperative Republic be in any way contradictory? The one 
does not conflict with the other. The attempt on the part of one 
class, the proletariat, to conquer the State cannot be hindered or 
retarded by the existence of consumers’ cooperative societies which 
are building up the organisation of the Cooperative Republic. Of 
course, the latter works in the field of economics, the former in 
that of politics. They are not on the same plane. At the very most 
it can be argued that political socialism, by entering the economic 
field and organising consumption for the purpose of organising 
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the working class, would produce class cooperation. This, in fact, 
has happened in the past. Certain cooperative societies which 
wished to remain working class, and which claimed to be composed 
exclusively of socialists or of members of one political party, have 
been wound up. So far as these are concerned, cooperation had no 
purpose of its own. It had no value, in the minds of those who 
promoted it, as a means to a social transformation. It was denied 
its true socialistic character and its part as a constituent of a new 
social order on a socialistic basis embracing all consumers. Never- 
theless, in these cases, in spite of the belief of those socialists who 
treated cooperation not as having a purpose of its own but as a 
means of building up the strength of the working class for its con- 
quest of the State, the cooperative society, closed and narrowly re- 
stricted though it may be forms a part, if only a feeble part, of the 
society of the future. 

It is true on the other hand that cooperation, when its ultimate 
aims are not understood, may be viewed by “pure” cooperators as 
a means of diminishing the cost of living and of regulating, prices, 
devoid of any revolutionary purpose. At times the ruling classes 
may attempt to employ its economic power in order to buttress 
their supremacy and their exploitation, as for instance with that 
caricature of a cooperative society known as an economat. At other 
times particular political parties or social influences, conservative 
and otherwise, have thought to use cooperation as a means of rais- 
ing money or simply as an instrument of publicity and propaganda. 
But in spite of their diversion of cooperation from its natural 
course it is none the less true that just as M. Jourdain wrote prose 
without being aware of it, these cooperators are helping to build 
the Cooperative Republic, that is to say, that very Social Republic 
which elsewhere they refuse to recognise and heartily repudiate. 
The creative power of the work transcends the will of those who 
take part in it. 

The two modes of action may be carried on without regard to 
one another, they may even conflict in the minds of those who 
support both, but they are not mutually contradictory. Carried on 
in ignorance of one another they yet converge upon the same ob- 
jective. People may try to divert them from their work of mutual 
helpfulness to the advantage of one and the detriment of the 
other, but they will not succeed in depriving either of its proper 
character but only of some of its importance. Those setting up the 
Cooperative Republic to-day and those working for a Social Re- 



COOPERATIVE SUBSTITUTES FOR POLITICAL STATE 323 

public which can only be established to-morrow, will hinder one 
another the less just in so far as they can respect one another’s 
independence. 

{a) Cooferation from the Point of View of Political Socialism. 
— ^This is not to say that political socialism and economic coopera- 
tion, working in their own spheres, cannot help one another by a 
parallel policy. From the political point of view there is no doubt 
about it. At one time certain socialists of a kind that becomes rarer 
and rarer, held a different opinion. In their view cooperation was 
intrinsically worthless. It has even been declared in some socialist 
congresses that because of the notorious iron law of wages, if co- 
operation did reduce the cost of living to working people the 
capitalist would profit by it by lowering the rate of wages. Even 
so, it may be argued that cooperation had an effect which, though 
of little value, was not disastrous. Nevertheless it remains true that 
at that time the cooperative movement was adopted as an institu- 
tion to be recommended to working people for other reasons, and 
its proper socialistic value was not recognised. 

On the other hand the leaders of the Socialist Party have come 
by degrees and in various ways to accept cooperation, even to the 
extent of admitting its value as a force transforming society. At 
first some reasoned that since it was necessary to organise the 
proletariat in all possible ways in order to prepare for the seizure 
of the State, cooperation would be a means of propaganda and of 
securing recruits for working-class parties. Later, it occurred to 
others that even when it wielded political power, the proletariat, 
in order to carry out a resolution, would need men skilled in busi- 
ness and versed in affairs, and cooperation appeared to them as 
likely to supply bodies of men who would organise the new social 
order on behalf of the working class. Moreover, other socialists 
perceived that cooperation developed responsibility and accus- 
tomed the masses of the wage-earners to collective management in 
a democratic manner, while at the same time it counteracted the 
law of wages and raised their standard of living. In their view the 
uplifting of the material and moral condition of the working class 
was a condition and an agency of a social revolution. Other social- 
ists again saw in cooperation the new social order in miniature and 
in an embryonic form, and without accepting the Cooperative Re- 
public as possible in its entirety, considered the movement to be 
a kind of laboratory in which all the problems of the new social 
system might be studied, and in which true and practicable solu- 
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tions might also be worked out. From that it is only a step to ac- 
cepting cooperation as a means to a social revolution. Within the 
last twenty years the step has actually been taken. The Congress 
of 1910 of the French Socialist Party, together with the Interna- 
tional Congress of Working Men at Copenhagen in the same year, 
have clearly recognised the value of cooperation as an agency of 
social transformation, but naturally without assigning to it a prin- 
cipal part in the establishment of the new order. The seizure of 
political power remained the essential thing. 

(h) Cooferation and the Seizure of Power by Socialists . — Nor 
is it from the point of view of economic cooperation a matter of 
indifFerence that the powers of the State should be wielded by a 
government favourable to cooperation. Though the Cooperative 
Republic grows by its own power it can be considerably helped by 
the existence, of a government which will give it complete liberty 
of action and will defend it and combat its enemies. The conquest 
of power by the working class, whose interests are most nearly 
allied to those of the consumer, cannot but be for a cooperative 
movement the occasion of great developments. If the seizure of 
power does not of itself establish a new world, the Cooperative 
Republic can very well appear to a Socialist Government as the 
proper economic instrument for the most rapid realisation of the 
socialist ideal. In short, cooperation as a social conception is a so- 
cialistic conception diflFerent from the political conception of social- 
ism, but not opposed to it. Both rest upon the fundamental idea of 
collective action and organisation. 
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THE INTERNATIONAL COOPERATIVE MOVEMENT 




CHAPTER XII 


ASPECTS OF INTERNATIONAL COOPERATION 


The Future Orientation of the I.C.A.^ 

The General Secretary: We have been looking forward for a 
long time, for many months, to this Congress in London, not 
merely to mark another milestone in the progress of our Interna- 
tional Cooperative Alliance but in order that we might come face 
to face with some of the real difficulties which beset the Coopera- 
tive Movement in every land at the present hour, and have done 
so for many months and, indeed, a few years past. 

... We have called this section of the Report the “Future 
Orientation of the Alliance.” We have placed it at the end of the 
Report because the previous survey, if it is studied carefully and 
understood, reveals how the conflicting and diverse tides and 
winds of the past five years have affected our Movement. You may 
say that the International Cooperative Alliance is not everything, 
that in the last resort you can do without it, and we are not without 
indication that the thoughts of some tend in that direction; but at 
least we can say that until now, and at the present hour, it is the 
only Organisation, the only organic link, that holds together the 
Cooperative Movements of the world, however slight may be then- 
attachment and however easily they may be broken. The real ques- 
tion before you to-day, in my opinion, is, do you wish that Organ- 
isation to go on, to be strengthened and built up as the basis — ^it is 
a trite phrase, but it is a true one, after all, in essence — of a new 
Commonwealth, as the groundwork of a higher civilisation than 
the world knows to-day, or do you wish to let it disappear into that 
miasma of nationalism, political and economic, which has seized the 
world like a midsummer madness, and threatens to destroy all that 
is best not only in democracy but even in civilisation itself? 

^ Quoted, with permission, from Refort of the Proceedings of the 14th Congress of 
the International Cooferatlve Alliance^ London, September, 1934, pages iao-125 and 
*50-252. 
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That is the problem that is before this Congress, and I ask you, 
before you turn another page of this Agenda, to pause, consider 
where we are going, consider where we should go and how we 
should go, and decide whether you want the manhood and the 
womanhood of Cooperation built up in all its strength and beauty 
as you have conceived it and contemplated it for generations past, 
or whether you wish it to be dispersed amongst the crowd of the 
ravens and the vultures of the world to-day, left to its own re- 
sources, to find its way out on the basis of every man for himself 
and the devil take the hindmost. 

In these pages we have tried to indicate some of the main fea- 
tures of the changing, social order in which we are placed. We have 
pointed out that those changes in the social order are broadly 
speaking of two characters: political and economic. The economic 
changes that are taking place to-day are the result not merely of 
war conditions — they go back farther than that — ^but of a tendency 
in the world towards not merely mass production, mass control and 
mass organisation, but leading to the control of economic aflFairs by 
the municipality and by the state — ^Those changes were evident 
long before the war in their beginnings} they have developed very 
rapidly during the last ten years, but the changes, so far as they are 
taking place in the existing economic order, are always on the basis 
of individualism and not of cooperation, and tend to entrench and 
to reinforce capitalism, perhaps here and there on a little broader 
basis, perhaps here and there with a touch of relief to this or that 
section of the community, but essentially and fundamentally they 
remain the same thing. They do not, in this generation, lead us 
very much nearer to any sort either of democratic or community 
ideas such as those which lie at the basis of our Cooperative Move- 
ment. It may be said that eventually they will do so. To that I 
would reply that there are cooperative representatives here to-day 
who are also socialists of an advanced political order, who say that 
the Cooperative Movement is too slow in its progress towards the 
ideal and towards the realisation of a cooperative republic, but if 
that is true then these modifications in the capitalist system to-day 
that go by the name of the corporate state, of fascism, of Hitlerism 
in any of its forms, are ten times, nay a hundred times, slower} 
and because of the little amelioration that they ofFer to-day make 
progress impossible not only for themselves, but also for Voluntary 
Cooperation and the system for which this Movement stands. 

... So this morning I beg you, before you pass on to any other 
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considerations, to give some thought to the problem before us. The 
political problem is of another order altogether. More than once, 
during this Congress, expression has been given to the opinion 
which I have persistently put forward in the pages of our “Re- 
view,” and in other communications to the members of the Al- 
liance, that these political changes are temporary and transient, and 
though to-day we have to regret the loss of the German Coopera- 
tive Movement from our midst, we have the hope that on an early 
to-morrow or in a not distant future they will come back into our 
ranks. There are other cases that I need not mention individually 
that are known to you, in which we are holding on to the links that 
remain. Some have been broken or lacerated, and we are doing our 
utmost to retain them in the confidence that the changing political 
order will enable us to restore them to their full status. In the 
examination of these pages, and the consideration of those conflicts 
and difficulties which are around us, we have to bear in mind the 
necessity of keeping our eyes fixed upon the economic goal and the 
social aims of our International Cooperative Movement. It is our 
ambition that the Cooperative Movements of the whole world 
should be included in our International Organisation, and if we are 
true to our ideals and our principles it must necessarily be our am- 
bition that all the consumers, and, eventually, all the producers, 
shall have free entry and free opportunity within our Societies, and 
that can only be realised by strict adherence to the economic pur- 
poses of cooperation. 

I ask you, then, as is contemplated in the last paragraph of the 
Report, “Should we not seek to formulate our policy on such lines 
as would at once preserve intact the economic and constitutional 
basis of Cooperation, as set out in the Principles of Rochdale, and 
define its relation to the changing world conditions with the object 
of maintaining the integral organisation of our International Co- 
operative Alliance?” 

It is for this purpose that this Report has been prepared, nay, this 
Congress has been organised, and I beg you not to neglect this 
great task, which is our highest responsibility. 

Mr. Dov Hos (Palestine) : We must be very thankful to Mr. 
May, our General Secretary, for having emphasised the impor- 
tance of the discussion on the subject of the future orientation of 
the I.C.A. Recent years have proved beyond any doubt to those of 
us who did not realise the important position that the International 
Cooperative Movement may take in the development of world 
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affairs, that the International Cooperative Movement, if strongly 
organised, may form a force which will be able to intervene and 
decide on a good many occasions the future development of the 
world. I want to limit myself first of all to the following sugges- 
tion. I believe that the Cooperative Movement can succeed, and 
will succeed, only if we all realise the absolutely vital necessity of 
the close and permanent contact between the Cooperative Move- 
ment, the Trade Union Movement and the Socialist Movement. 
We consider the Cooperative Movement as the economic instru- 
ment of the working classes, which should work side by side with 
the political instrument of the workers and side by side with the in- 
dustrial instrument of the trade unions. Only then can the Cooper- 
ative Movement and each of the other movements achieve a goal 
which is common to them all. Therefore we say this close contact 
of these three elements is a vital necessity. 

I will not speak on matters on which there will be certainly no 
difference of opinion, questions of international peace and so on, 
but may I say one thing which is peculiar to my country. We are 
at the gates of the East 5 we have succeeded in establishing in Pal- 
estine a strongly-developed Cooperative Movement, and I think 
that it is the duty of the International Cooperative Movement to 
pay more attention to the development of Cooperative Institu- 
tions in that part of the world, where there are millions and mil- 
lions of people who have not the slightest idea what Cooperation 
stands for, and where we, the Cooperative Institutions of Palestine, 
may have to perform a great deal, I would not say of missionary 
but, of pioneer work in order to be able to establish Cooperative 
Organisations which will be of enormous importance in the devel- 
opment of the Cooperative Movement throughout the world. 

Mr. E. Poisson (France); On the question of the future orien- 
tation of the International Cooperative Alliance in the midst of 
the difficulties through which the world is passing, Mr. May is 
astonished that no opinions, even different opinions, have been ex- 
pressed. My reply, fundamentally, will be that of the Central 
Committee, which has received suggestions from practically all 
sides, but which, like the Executive, has confined itself to an 
enunciation of principles. The Report has the great merit of asking 
questions: it does not answer them because it cannot. 

What is, therefore, the principal question for the future? It is 
this. At the present time there are in the world economic systems 
which are becoming, more and more, not only directed towards. 
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but closely connected with, political systems, sometimes difFerent, 
but all animated with the same economic idea. 

Whether you go — and our Russian friends will excuse what I 
am going to say — from Soviet Russia to Roosevelt in the United 
States,' from Italian fascism to Hitlerism (which is only fascism 
under another name), or to intermediate systems which are to be 
found in Europe, in Poland and elsewhere, everywhere the im- 
portant problem presents itself: new economic systems are being 
constituted within which liberalism disappears, either totally or 
partially} to what extent, in those countries, can free and voluntary 
Cooperative Organisations exist? How can these Organisations, 
continuing to function in the midst of State-governed systems, be 
maintained within the Alliance in conformity with the Rochdale 
Principles while, for good or ill, in obedience to the laws of their 
country, they must adapt themselves to the new economic system 
of the State? 

That is the problem. You cannot solve it to-day. Therefore, be 
wise} wait for the solution to be found. The problem concerns the 
German and Italian Cooperative Organisations, as well as the Rus- 
sian Cooperative Organisations. It is the problem which would 
arise to-morrow should you take up too strict a position with re- 
gard to the associations which do not enjoy complete internal 
liberty. It follows, therefore, that it is wise for the International 
Cooperative Alliance to wait upon events, to examine them, and 
not to be rebellious towards certain changes. It is not enough to 
say that, to the extent that a political regime establishes itself in a 
country, the Cooperative Societies will function everywhere under 
a different form, under a veiled form: they will none the less be 
Cooperative Societies. 

In these circumstances are you going to reduce the Alliance to a 
group of pure crystals and leave outside the Cooperative Move- 
ments which, as in Russia and Italy, have adapted themselves to 
the new regime? That is the problem, and, I repeat, you caimot 
solve it to-day. Another problem arises at the same time. Does the 
International Cooperative Alliance wish to be nothing more than 
a mere academic institution, meeting from time to time in Con- 
gress, interesting from the point of view of the friendships which 
are then made, but which merely provides a platform for men 
from every country to manifest their fraternity? Shall it not, on 
the contrary, be an active institution with principles and traditions? 

If it is an academic institution it can include everyone} if it is an 
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organisation for action it may damage itself in preserving, what is 
very precious, its unity. A choice must, therefore, be made between 
the two policies. It is difficult to make of the Alliance a simple 
academy. For ourselves, French cooperators, in conformity with 
our traditions and with the thought of those who have led us, from 
Gide to Thomas, we remain faithful to an International Coopera- 
tive Alliance which, with perhaps some adaptations, can be a mag- 
nificent instrument of action. That does not mean that we must 
abjure the essential principle of what the representative of Pales- 
tine called “neutrality,” and which he condemned rather casually. 
We French cooperators never speak of “neutrality” without mis- 
leading ourselves as to its meaning. The essence of French Co- 
operation is not neutrality, which is impossible, but independence 
with regard to all political parties, all religious beliefs, all social 
classes — independence, which alone, outside of parties and philo- 
sophical or religious beliefs, can enable the International Coopera- 
tive Alliance to live. 

Every nation, every Cooperative Movement, has its raison 
d*etre both historic and traditional j it is the economic circle of 
France, of Belgium, of Great Britain, and of Switzerland, which 
has created the traditions of these countries, which has made each 
Cooperative Movement a separate type, and the Alliance is the 
great family which unites all these various types with parental 
oversight. You cannot mould them all to one pattern. The very 
diversity of the Cooperative Movements is the raison d?etre of the 
International Cooperative Alliance, which can only exist upon the 
independence of all the National Movements, and if it preserves 
its own independence with regard to all other ideas, political or 
philosophical. 


RESOLUTIONS OF THE 1934 CONGRESS 

. . . The President: I will now put the resolution as amended 
to the vote. 

The text of the resolution is as follows: — 

“The International Cooperative Alliance, which is an association 
of National Cooperative Organisations mutually independent and 
autonomous in their relation to the Alliance, seek to assist the 
member Organisations, each in its own country, in their endeavours 
to raise the national standard of living and to promote the sound 
development of national economic life. 

In pursuit of these aims, the Congress declares: — 
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1. That the Cooperative Movement, nationally organised, 
should continue its successful work for the promotion of 
the interests of the affiliated members by effectively or- 
, ganising the productions of its members and the marketing 

of their products, or supplying their needs as consumers 
either of household goods or necessities needed in their 
occupations, these activities to be carried on in true adher- 
ence to the Rochdale Principles, successfully established 
during the past century. 

2. That the Cooperative Movement in every country should 
serve as a protection to producer and consumer against the 
exploitation of those capitalist combines which carry on a 
ruthless policy of high prices for goods necessary to their 
existence either as consumers or producers, a policy which, 
by extending the margin between the retail price and the 
price of the raw materials, reduces consumption and affects 
employment in a way detrimental to the interests of na- 
tional economic life. 

3. That the measures taken by Consumers’ Organisations in 
different countries to assist farmers and other small pro- 
ducers in their depressed conditions of life should be con- 
tinued in a manner well adapted to the purpose, in the first 
place by the creation and maintenance of the closest pos- 
sible relations between Cooperative Organisations of Pro- 
ducers and Consumers. 

4. That the National Cooperative Wholesale Societies should 
energetically continue their exertions to build up a power- 
ful international economic organisation (I.C.W.S.), which 
will thus be able to assist the activities of the member- 
organisations to an ever increasing extent and contribute 
to an increase in the interchange of goods between the 
countries of the world. 

5. That the International Cooperative Alliance, which has 
been in uninterrupted activity since 1895 with a view to 
bring Cooperators all over the world into closer contact 
with each other, is, in fact, well adapted to render effec- 
tive assistance to the National Cooperative Organisations 
in their endeavours by establishing or further developing 
a regular interchange of experience and ideas in matters 
relating to legislation, organisation, administration, tech- 
nical and scientific progress, education, press and propa- 
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ganda. Also, by carefiolly following the international ad- 
vance of such developments in private economic life as are 
®f special importance to the Cooperative Organisations 
and their members (e.g., cartels, trusts, large scale retail- 
ing organisations), the I.C.A. is designed to make an im- 
portant contribution towards the development of National 
and, consequently, also International Cooperation. 

The Congress, therefore, calls upon the constitutent National 
Movements to have recourse to the forces and resources of the In- 
ternational Cooperative Alliance in the highest possible degree and 
to contribute by all means in their power to increase the capacity 
of the Alliance to assist the constituent Organisations in their work 
of realising the economic ideas inherent in Cooperation.” 

On a show of hands the resolution was Carried by a large ma- 
jority, the Russian delegation abstaining. 

International Cooperative Agencies® 


INTERNATIONAL COOPERATIVE ALLIANCE 

14, Great Smith Street, Westminster. London, S.W.i. General Secretary: 
H. J. May, O.B.E. Established 1895. Foreign Telegraphic Address: 
Interallia, London. 

The International Cooperative Alliance is the body which unites 
the principal cooperative organisations of the world, on the basis of 
the principles of the Rochdale Pioneers. It at present includes 143 
federations, with icx>,ooo,ooo members in 40 countries. It holds a 
Congress every three years except in exceptional circumstances. 
The last was held in 1937 in Paris, and the next [was to have 
been] held in 1940 in Prague. 

MEMBERSHIP IN DETAIL 


National Unions or Federations — 
Consumers (a) Retail 

37 

Banks 

Assurance 

... 23 

... 19 

(b) Wholesale 

40 

Publishing 

i 

Productive 

5 

Propaganda 

I 

Credit 

3 

Women^s Guild * 

... I 

Auditing 

2 

Regional Unions 

... 2 

Agricultural. 

9 

Local Consumers* Societies . * 

...506 

The Executive Committee 

now 

consists of the foUomng 

mem- 


bers: — 

* Quoted, -with permission, from the PeofUs Year Book, 1938, published by the 
Cooperative Wholesale Societies of England and Scotland, Manchester and Glasgow, 
p^es a 69 -i 73 . 
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President: Mr. Vaino Tanner. (Finland). 

Vice-Presidents: Mr. R. A. Palmer (Great Britain), Mr. Ern- 
est Poisson (France), the General Secretary, Mr. H. J. May, 

0. B.E., and Messrs. E. Lustig (Czechoslovakia), A. Johansson 
(Sweden), Sir Fred EEayward and Mr. W. Bradshaw (Great 
Britain), Dr. B. Jaeggi (Switzerland), Mr. Rapacki (Poland), 
K. DE Boer (Holland), and A. P. Kukhtin (U.S.S.R.). 

international cooperative assurance committee 
Secretary: J. Lemaire, 31, Square d’ Aviation, Brussels. 

This committee, which is an auxiliary o£ the I.C.A., pursues an 
extremely useful work of study and documentation on problems of 
assurance of special interest to its affiliated organisations, which in- 
clude the Cooperative Assurance Societies of 1 5 countries. 

INTERNATIONAL COMMITTEE FOR INTER-COOPERATIVE RELATIONS 
c/o International Labour Office, Geneva. 

Members: The International Cooperative Alliance and the In- 
ternational Commission of Agriculture (with I.C.W.S. represen- 
tative). 

INTERNATIONAL COOPERATIVE WHOLESALE SOCIETY LTD. 

1, Balloon Street, Manchester, 4. 

Established 1924. Telegraphic Address: Wholesale, Man- 
chester. 

President: Mr. A. J. Cleuet (French C.W.S.). 

Secretary: Mr. R. F. Lancaster (English C.W.S.). 

Members. — ^The principal Wholesale Societies of the following 
countries: Austria, Belgium, Bulgaria, Czechoslovakia, Denmark, 
Estonia, England, Finland, France, Holland, Hungary, Latvia, 
Lithuania, Norway, Palestine, Poland, Russia, Scotland, Sweden, 
Switzerland, U.S.A. 

The I.C.W.S. is a federation of Wholesale Societies to promote 
and foster international cooperative trading. Its work has suffered 
in recent years owing to the difficulties placed in the way of inter- 
national trade by economic nationalism, particularly in the form 
of import quotas, which make direct trading between different na- 
tional cooperative organisations exceedingly difficult. Much prog- 
ress has been made in the joint purchase of dried fruit through the 
agencies of the English C.W.S. in New York and the Near East. 
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In 1936, the amount of fruit purchased in this way from America 
showed a substantial increase over that for the previous year. The 
Society sponsored in 1937 the International Cooperative Agency 
(see below). 

The I.C.W.S. is also represented in the International Commit- 
tee for Inter-cooperative Relations, and arrangements exist for in- 
formation to be exchanged with a view to developing an inter- 
change of goods between consumers’ and producers’ organisations 
and the agricultural organisations. 

The Society issues to its members the monthly International 
C.W.S. Commercial Letter. 


STATISTICS OF MEMBERS, 1936 


Countries 


Imports 


Exports 


£ 


£ 


England 

Scotland 

Sweden 

Finland 

Switzerland . . . 
Czechoslovakia 

France 

Estonia, 

Austria 

Norway 

Bulgaria 

Holland 

Poland 

Belgium 

U.S.S,R 


36,153,125 

4,649,485 

1,360,454 

1,157,588 

813,325 

668,432 

549*474 

353*714 

275,086 

213*229 

137,667 

94,781 

71,797 

55,458 

Not available 


£46, 553, 61 5 


188,775 

38,852 

27,062 

44,586 

26,399 

23,196 

11,711 

81,279 

19,310 

12,688 

21,375 

39,120 

Not available 


£534,353 


N.B. — Of the imports £15^73,602 represents goods purchased from other cooperative 
organisations. 


international cooperative agency ltd. 

Manager: W. Dtkstra. London office: Port of London Authority 
Building, Savage Gardens, London, E.C.5. 

Established in 1937 under the auspices of the I.C.W.S. to act 
as a central purchasing agency for cooperative Wholesale Societies. 
By grouping the purchases of such organisations, the agency seeks 
to obtain better terms, ensure supplies, and to substitute coopera- 
tive for non-cooperative channels of supply. The Society is regis- 
tered under British cooperative enactments. 
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INTERNATIONAL COOPERATIVE AGRICULTURAL PURCHASING 

SOCIETY 

Internationale Cooperatieve Landbouwaankoopvereeniging G.A. “Inter- 
coop.” Rotterdam, Haringvliet 100, Holland. 

The membership of this Society, whose object is the joint pur- 
chase by agricultural cooperative institutions of agricultural necessi- 
ties, consists of four societies: “The Cooperatieve Aankoopve- 
reeniging, “Centraal Bureau uit het Nederlandsche Landbouw 
Comite” G.A. at Rotterdam, the Cooperatieve Handelsvereeniging 
van den Nord. at Veghel (Holland), “Kooperativa” Einkaufsver- 
band der landwirtschaftlichey Genossenschaften e. G.m.b.H. at 
Prague (Czechoslovakia), and the Svenska Landtmannens Riks- 
forbund F. u.b.p.a. at Stockholm. Its activities are somewhat lim- 
ited at the present time owing to tariflF restrictions, &c. 

OVERSEAS farmers’ COOPERATIVE FEDERATION LTD., FOR 
AUSTRALIA, SOUTH AFRICA, AND NEW ZEALAND 

4, Fenchurch Avenue, London, E.C.3. Manager: Arthur E. Gough. 
Cable: Austnewlon, London. Telegrams: Agricoop. Ave. 

The Overseas Farmers’ Cooperative Federation, Ltd., is a fed- 
eration of farmers’ cooperative marketing organisations in Aus- 
tralia, New Zealand, and South Africa. A proportion of the pro- 
duce which it markets is sold through the C.W.S. A subsidiary. 
Empire Dairies, Ltd., embraces the selling of dairy produce. Both 
organisations sell extensively on the Continent as well as in Great 
Britain. Since 1921, when it was formed. Overseas Farmers’ Co- 
operative Federations has transacted a total trade of £97,028,638 

(July, 1937)- 


NORDISK. ANDELSFORBUND 

15, Njalsgade, Copenhagen. (Scandinavian Cooperative Wholesale 
Society: Joint Wholesale Society of the Danish, Norwegian, Swedish, 
and both Finnish Wholesales). Manager: Frederik Nielsen. Estab- 
lished 1918. London Office: Port of London Authority Building, 
Savage Gardens, London, E.C.3. 

This, the Scandinavian C.W'.S., operates as the joint coopera- 
tive purchasing society for the Cooperative Wholesales of Den- 
mark, Norway, Sweden, and, since 1930, Finland. 



^40 INTRODUCTION TO THE COOPERATIVE MOVEMENT 


Statistics 

1934 

193s 

1936 

Sales 

Kronor 

41,328,744 

319.074 

Kronor 

45,231,452 

348,909 

Kronor 

50,807,317 

335,339 

Net Surplus. 



The Capital of the Society amounts to 1,225,000 Kronor, made 
up as follows: S.O.K. (Finnish Neutral Wholesale), 250,000} 
O.T.K. (Finnish Progressive Wholesale), 200,000} N.K.L. (Nor- 
wegian Wholesale), 75,000} K.F. (Swedish Wholesale), 350,000} 
F.D.B. (Danish Wholesale), 3 50,000 Kronor. 

K.OOPERATIVA LUMAFORBUNDET 

Stockholm i. (North-European Cooperative Society for the manufacture 
of Electric Bulbs: Joint Society of the Swedish, Danish, Norwegian, 
and Finnish Wholesales.) Established 1931. Directors: Anders 
Hedberg and H. Schlott. 

The Cooperative Luma Society is a federation for the coopera- 
tive manufacture of electric bulbs. It possesses 90 per cent of the 
share capital of Aktiebolaget Hammarbylampan, which produces 
and sells the lamps, and rents the Luma Factory from Glod- 
lampsaktiebolaget Kullen, whose share capital is held by the 
Swedish Wholesale Society. A cooperative lamp factory has also 
been set up in Norway, producing lamps under the direction of the 
Luma Society. 

The Luma factory produces about four million electric bulbs per 
annum and is the only non-cartel lamp factory which produces all 
kinds of incandescent lamps. The lamps are sold chiefly to con- 
stituent North-European Cooperative Wholesale Societies} how- 
ever, an extensive export business to other countries all over the 
world is also being developed. Luma possesses the largest scien- 
tific lamp laboratories in the world (outside the lamp cartels), and 
is devoting much attention to following the development of the 
international patent situation. Through the various activities of 
Luma the international cartel has lost its grip of the electric lamp 
trade in Northern Europe. A cooperative lamp factory is being 
established in Scotland by the British Luma Society, formed by 
the Scottish and the Sweehsh Cooperative Wholesale Societies. 
This British lamp factory is to be managed in collaboration with 
the other Luma factories. 
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INTERNATIONAL COOPERATIVE WOMEn’s GUILD 

President; Frau Emmy Freundlich, Wien XII, Schonbrunnerstrasse 
254, Austria. Secretary: Mrs. Theo Naftel, 17, Prescot Street, 
London, E.i. 

The International Cooperative Women’s Guild was founded in 
1921 in order to link together the existing national Guilds and 
promote the organisation of cooperative women throughout the 
world. It aims at furthering the principles and practise of Coopera- 
tion, raising the standard of home life, protecting women’s inter- 
ests, and working for Peace. Its affiliated members are the fifteen 
national Guilds in the following countries: Austria, Belgium, Bul- 
garia, Czechoslovakia (two Guilds, attached to the Czech and 
German Movements), England, France, Ireland, Norway, Poland 
(two Guilds, Polish and Polish-Ukrainian), Scotland, Sweden, 
Switzerland, and the U.S.S.R. Its contacts extend to over twenty 
other countries and within the past twelve months national Guilds 
have been formed in Australia, Japan, New Zealand, and Rou- 
mania. The two latter have already applied for affiliation. 

The International Conference 

The fifth International Cooperative Women’s Conference took 
place in Paris, on September 2nd and 3rd, 1937, and was attended 
by 492 delegates and visitors from twenty countries. Unanimous 
approval was given to the scheme to form provisionally a new sec- 
tion of the Guild, membership of which would be open to those 
women’s cooperative groups not yet eligible for full affiliation. 
This will provide for systematic relations which should greatly 
strengthen the women’s cooperative movement and extend the 
sphere of influence of the International. 

The high level of the discussions at the Conference showed that 
the two main subjects on the agenda, “Youth and Cooperation” 
and “The Position of Women in the Cooperative Movement,” had 
aroused universal interest. Delegates pledged themselves to do all 
in their power to strengthen the ties between the Cooperative 
Movement and young people, and undertook to work for the in- 
clusion of Cooperation in the school curriculums of all countries. 

The Peace Programme 

The keynote of the discussion on the second subject was that 
self-government for women’s organisations and more opportuni- 
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ties for women to take part in cooperative administration was not 
only a just and democratic policy but would further the advance 
of the Movement as a whole. Enthusiastic support was given to 
the resolution on Peace calling on all free peoples to leave no 
doubt as to their determination to achieve peace by abolishing in- 
ternational justice and setting up a regime of international coopera- 
tion in world affairs that will supersede the rule of force. The 
Programme for Peace adopted by the International Guild Com- 
mittee was circulated to all the delegates. Its main points deal with 
the rights of colonial and mandated peoples, international control 
of immigration and settlement, free circulation of persons, money, 
and goods, the setting up of a new International Court of Justice 
and an International Office for Economic Affairs and provisions 
for the limitation and ultimate abolition of armaments. A short 
resolution on the Spanish situation expressed deep sympathy with 
the Spanish cooperators and the hope that right and justice might 
triumph in Spain. 

The common subject selected for educational and propaganda 
work in the national Guilds during the coming year is “The Strug- 
gle against the Trusts.” 

The former Acting Secretary, Mrs. Naftel, was elected Secre- 
tary of the International Guild. 

THE INTERNATIONAL COOPERATIVE PRESS 

Review of International Cooperation. — ^The official monthly organ, 
appearing in three languages, of the International Coopera- 
tive Alliance, 14, Great Smith Street, Westminster, London, 
S.W.i. Editor: Henry J. May. 

I.CAl. News Services. — Covering Cooperation, Commerce, and 
Economics. Issued by the International Cooperative Alli- 
ance, 14, Great Smith Street, London, S.W.i. 

Cooperative Information. — Sent out by the International Labour 
Office, Geneva, in English, French, and German, at irregular 
intervals. Editor: Maurice Colombain. 



SOURCES FOR THE INTERNATIONAL COOPERATIVE 
MOVEMENT 


Fourteenth Congress, International Cooperative Alliance, London, 1934, 
the Proceedings (especially The Future Orientation of the LC.A., 
pages 120-25), the Resolutions of the Congress, pages 250-252, and 
‘The Role of International Cooperation in Present Day Economic 
Development,” by Albin Johannsson, pages 211-238. 

Hedberg, Anders, International Wholesale Cooperation, Ideas and Pro- 
posals, the Cooperative Union, Holyoake House, Manchester, 1925. 

Peoples Year Book, Descriptive and Statistical Annual of the English 
and Scottish Wholesale Societies, each January (Manchester and 
Glasgow). 

Redfern, Percy, The New History of the Cooperative Wholesale Soci- 
ety, J. M. Dent and Sons, London, 1938. 

Review of International Cooperation, monthly of the International Co- 
operative Alliance, London, especially June, 1939, International Co- 
operative Day, Resolutions for Peace and Condemnation of War. 
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Part VII 


PRESENT-DAY STATISTICS FOR THE COOPERATIVE 
MOVEMENT 




Tables^ 


While the first part of this volume is mainly intended to furnish, 
country by country, a broad description of the Cooperative Move- 
ment — or, at least, of that important portion which is grouped in 
federative organisations — ^the object of the following tables is to 
give a series of general surveys of some of the principal economic 
activities of the Movement. These tables, therefore, do not include 
those federations or other central organisations which, although 
mentioned in the First Part, have no economic activity of their own. 

CLASSIFICATION 

For purposes of obtaining totals of the various available data, 
the cooperative central organisations have been divided into three 
main categories as homogeneous as possible, grouping (wholly or 
mainly): (a) consumers’ cooperative societies, (3) agricultural 
cooperative societies, and (c) occupational cooperative societies 
other than agricultural. . . . 

TOTAL FIGURES 

As in previous editions, each table contains totals for each coun- 
try and a grand total for the world. 

It has, moreover, been considered useful to give separately the 
data for each organisation taken into account (referred to by the 
serial number given to it in the Directory proper). Where the 
activity of an organisation does not involve any data for one or 
other of the columns of the tables, the corresponding space is occu- 
pied by a dash ( — ). In cases where no figure has been obtained 
concerning an activity in which an organisation is or may be en- 
gaged, this is indicated by the sign (. .). . . . 

While in the first part the data expressing values are given in 
thousands of the units of the various national currencies, they are 
converted into a common monetary unit in the tables for purposes 
of comparison. Instead of one of the big currencies in international 
use, the ‘‘gold franc” has been chosen for this purpose, that is to 
say the currency of the old Latin Monetary Union, equivalent to 

^ Quoted, with permission, from International Directory of Cooferatwe Orgmisa^ 
tions^ of the International Labour Office, loth edition, Geneva, 1939, pages 131-154. 
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the Swiss franc prior to its devaluation in December 1936 (gold 
content 0.29032 grammes fine). The data are thus given in thou- 
sands of “gold francs.” 

While the “gold franc” has the advantage of an exact and in- 
variable definition, it has the drawback of not being in practical 
use. To counteract this disadvantage, it has been considered useful 
to indicate below the value of a thousand “gold francs” at the 
average exchange rates for 1937 of some currencies in international 


use: 


1,000 gold francs = 326.69 dollars 

” ” ” = 593.50 florins 

» » » _ 2,o64..S2 French francs 

” ” ” = 1,424.50 Swiss francs 

n n » — 66.08 pounds sterling. 



I 

CENTRAL ORGANISATIONS OF CONSUMERS* COOPERATIVE SOCIETIES 


Table A. Wholesale Societies^ 


Country 

Trade 

Own 

Production 

Share ; 
Capital 
Paid Up 

Reserves 

Total of 
Balance 
Sheets 


I poo Fr. 

I poo Ft . 

i 

I poo Fr. 

lyOOO Fr, 

ipoo Fr, 

Allemagne (Germany) 

406,1230 

148,459 



155.968 

Argentine (Argentine) 

672 

— 

!i,038 

92 


Australie (Australia) 

mil 

— 

1,025 

639 


Belgique (Belgium) 

21,407 

3.488 

1,490 

130 

5.617 

Bulgarie (Bulgaria) 

21,390^ 

4,626 

465 1 

1,227 

9.364 

Canada 

2,844 

— 

^38 i 

43 


Danemark (Denmark) 

139 » 797 

40,966 

1,217 i 

30,285 

63,206 

Espagne (Spain) 

1,300 

. . 

* • 1 



Etats-Unis (United States) . . 

35.846 

. . 

560 i 

70 

5,151 

Finlande (Finland) 

175,193 

36,038 

265 

20,759 

48,652 

France (France) 

137.767 

7.743 

1,852 

1,165 

25,923 

Grande-Bretagne (Great 
Britain) 

2,278,848 

720,436 

258,713 

87,362 

3,402,882 

Hongrie (Hungary) 

30,941 

10,727 

2,916 ; 

292 

17,408 

Italic (Italy) 

18,606 

. . 

222 

30 

2,396 

Japon (Japan) 

107,196 

— 

2,867 

580 

16,724 

Norvege (Norway) 

41 , 120 
6,189* 

20,427 

1,878 

2,514 

20,620 

Palestine (Palestine) 

— 

318 

515 

3.571 

Pays-Bas (Netherlands) 

47.380 

4,3!ii 

2,251 

86 

14.152 

Pologne (Poland) 

55.347 

4,406 

1. 195 

1,688 

12,396 

Roumanie (Rumania) 

7.217* 

— 

388 

121 

5.089 

SuMe (Sweden) 

169,426 

108,873 

20, 666 

34.764 

158,384 

Suisse (Switzerland) 

135.237 

3.949 

1,211 

8,144 

17.477 

Tch6co-Slovaquie (Czecho- 
slovakia) 

81,728 

18,449 

185 

232 

2,504 

UJI.S.S. (U.S.S.R.) 

1.398,267 

. . 

, , 

. . 

- . 

Uruguay (Uruguay) 

1,692 

— 

283 

31 

714 

Yougoslavie (Yugoslavia). . . . 

5.939 

2,065 

11,511 

424 

12,832 

Total 

5,335.356* 

I. 134.973 

303,754 

191,970 

4,011,600 


1 Wholesale societies and federations acting as wholesale societies. 

* A certain portion of which in marketini^ activities, i.e. in thousands of gold francs, s,poS for Bulgaria, 590 
for Palestine, 219 for Rumania and 6,714 in aggregate. 
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Table B. Special Purpose Federal Societies 


Country I 

Trade 

Own 

Production 

Share 
Capital 
Paid Up 

Reserves 

Total of 
Balance 
Sheets 

Grande-Bretagne (Great 

I poo Fr. 

I poo Fr, \ 

I poo Fr, 

I poo Fr, ^ 

I poo Fr, 

Britain) 

11,183 

5,841 

2,421 

953 

6,295 

Lithuania (Lithuania) 

a, 787 

412 

724 

641 

4,544 

SuMe (Sweden) * 

9,360 

— 

183 

39 

768 

Suisse (Switzerland) 

631,200 

10,024 

2,118 

1,129 

9,077 

Total 

654.530 

16,277 

5,446 

2,762 

20,684 


Table C. Banks Belonging to Consumers' Cooperative Societies 


1 

Country 

Share 
Capital 
Paid Up 

Reserves 

Total of 
Balance 
Sheets 

Turnover 


lyooo Fr, 

lyOOoFr, 

jyOoo Fr. 

lyOOO Fr. 

Belgique (Belgium) 

nog 

1 

34 

12,885 


Danemark (Denmark) 

3,864 

1,435 

52.366 

783.333 

France (France) 

288 

33 

5.332 

302,704 

Grande-Bretagne (Great Britain) .... 

— 

— 

1.653.356 

11,654,014 

Hongrie (Hungary) 

451 

245 

6.950 

84,074 

Norv^ge (Norway) 

1,216 

, 33 

3.774 

168,964 

Pays-Bas (Netherlands) 

30 

297 

6.791 


Pologne (Poland) 

405 

1,041 

2,998 


Suisse (Switzerland) 

7,581 

1,018 

92,458 

1,900,487 

Tch6co-Slovaquie (Czecho-Slovakia). . 

1,070 

872 

27,811 

1,312,105 

. Total 

15.114 

5,008 

1,864,721 

16,205,681 







TABLES 3 5 I 


Table D. Insurance Cooperative Societies 


Country and Risks Insured 

I 

Amount 

Insured^ 

2 

Premiums 

Rec^d. 

3 

Claims 

Paid 

4 

Total of 
Balance 
Sheet 

5 

Belgique (Belgium) 

1.249,585 

5,915 

1,701 

18,158 

a) Life 

112,0^2 

3,570 

954 

. . 

b) Accidents 

^^137.493 

1,081 

391 

■ * 

c) Fire 

•• 

1,264 

35 ^ 

-• 

Danemark (Denmark) 

100,853 

1,242 

1,131 

847 

a) Life 

19,972 

958 

1,002 


b) Accidents 

. . 

i8s 

107 

. * 

cj Fire 

80,881 

99 

22 

•* 

Espagne (Spain) 

4,531 

1 


2,405 

c) Fire 

4 , 53 ^ 

7 

-• 

2.405 

Finlande (Finland) 

376,181 

5,973 

1,294 

30,735 

a) Life 

159,931 

4,301 

946 

. . 

b) Accidents 

17,768 

271 

112 

. . 

c) Fire 

196,988 

540 

^35 

. . 

f) Other risks 

^,494 

86r 

lOI 

•• 

France (France) 

655,562 

449 

91 

149 

c) Fire 

655,562 

449 

9 ^ 

149 

Grande-Bretagne (Great Britain) .... 

1,982,060 

\ 127.359 

62,771 

418,185 

a) Life 

1,982,060 

* xoo,s !7 

47,079 

. . 

b) Accidents 

. . 

\ 21,322 

\ 14^043 

. . 

c) Fire 

•• 

\ 5,720 

1,649 

•• 

Hongrie (Hungary) 

167,774 

652 

198 

1,474 

a) Life 

7,192 

44 r 

96 


c) Fire 

128,533 

126 

37 


f) Other risks 

32,049 

85 

65 

•• 

Norv^e (Norway) 

244,705 

1,518 

266 

3,799 

a) Life 

27,881 

1,030 

45 

. , 

c) Fire 

182,788 

373 

m 

. . 

f) Sundry risks 

34,036 


68 

-• 

Su^de (Sweden) 

2,079,870 

14,965 

7,008 

86,918 

a) Life. 

229,476 

7,851 

2,565 

- . 

b) Accidents 

. . 

4,604 

3,356 

. . 

c) Fire. 

1,850,394 

2,510 

1,087 

.. 

Suisse (Switzerland) 

54,593 

3,086 

2,088 

49,906 

a) Life. 

54,593 

3,086 

2,088 

.. 
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Table D. Insurance Cooperative Societies {Continued) 



Amount 

Premiums 

Claims 

Total of 

Country and Risks Insured 

Insured^ 

Rec'd. 

Paid 

Balance 

Sheet 

I 

2 

3 

4 

5 

Tchto«Siovaquie (Czecho-Slovakia). . 

68,165 

4.396 

1.849 

26,800 

a) Life 

63 ,i 6 s 

3 ti 04 

1,184 

. . 

b) Accidents 

, , 

120 

71 


c) Fire 


350 

100 

, , 

f) Other risks 

•• 

822 

494 


Yougoslavie (Yugoslavia) 

1,816 

31 

2 

.. 

a) Life 

1,816 

3 ^ 

2 

•• 

Total 

6.985.695 

165.593 

78.399 

639.376 


1 Amount insured or re-insured. 





II 

CENTRAL ORGANISATIONS OF OCCUPATIONAL 
(OTHER THAN AGRICULTURAL) COOPERATIVE SOCIETIES 


Table E. Central Trading Organisations 


Country 

Trade 

Share 
Capital 
Paid Up 

Reserves 

Total of 
Balance 
Sheets 


7,000 Fr, 

7,000 Fr, 

7,000 Fr. 

7,000 Fr, 

Allemagne (Germany) 

565.521 

716 

776 

25^233 

Bulgaria (Bulgaria) 

‘444 

740 

555 

3 » 7 oo 

Estonia (Esthonia) ^ 

687^; 

. . 


196 

Etats-Unis (United States) : . . 

230 



4^426 

France (France) ! 

19,840 

Lr, 

00 


Grande-Bretagne (Great Britain) . . 

6,295 i 


6 

71 1 

Inde (India) 

279 

21 

— 

34 

Lettonie (Latvia) 

201^ 

. . 

1,338 

11,650 

Suisse (Switzerland) 

49,659 

. . 

U.R.S.S. (U.S.S.R.) 

1,188,311 


2,432 

493,818 

Yougoslavie (Yugoslavia) I 

83 



77 

Total 

1,831,550* 

1.735 

5,107 

539,845 


1 Amount of marketing activities. . . - . . 

2 Of wMch 888 thousand gold Francs in marketing business (Estonia, Latvia). 


Table F. Banks Belonging to Occupational CooPERATirE Societies 


Country 

Share 
Capital 
Paid Up 

Reserves 

Total of 
Balance 
Sheets 

Turnover 

AtlAmiJcrn#* 

7,000 Fr, 

1,668 

383 

2 >545 
4*358 
66,722 

1,000 Fr. 

757 

1.798 

371 

938 

4,914 

7,000 Fr, 

34*^35 

7,906 

17*933 

20,506 I 

483*444 

7,000 Fr. 

3,824,298 

123,691 

896,503 

190,676 

12,910,482 

France (France) 

T .t n t ?} ) 

Palestine (Palestine) 

Suisse (Switzerland) 

Total 

74.676 

8.778 

564,424 

17*8951650 
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CENTRAL ORGANISATIONS OF AGRICULTURAL COOPERATIVE SOCIETIES 

Table G, General Organisations 




Trade 






Country 

Total 

Of Which 

Own 

Produc- 

tion 

Share 
Capital 
Paid Up 

Reserves 

Total of 
Balance 
Sheet 


Supplies 

Sales 



1,000 Fr. 

1,000 Fr. 

1,000 Fr. 

1,000 Fr. 

1,000 Fr. 

1,000 Fr. 

x,ooo Fr. 

Allemagne (Germany) 

1,641,669 

1,118,846 

522,823 


4,924 

4,924 

318,657 

Argentine (Argentine) 

893 

— 

893 

— 



105 

Australie (Australia) 

180,050 

6,270 

173,780 


8,947 

2,026 

30,374 

Belgique (Belgium) 

67,849 

53,583 

14,266 

— 

I, SSI 

381 

21,080 

Brasil (Brazil) 

15,907 



. . 


588 

Bulgaria (Bulgaria) 

37,262 

3,776 

33,486 


389 

79 

16,192 

Canada (Canada) 

37,920 

37,920 

— 

. . 

781 

1,442 

Danemark (Denmark) 

2,430 

2,430 

— 



82 

772 

Dantzig (Danzig) 

19,348 


— 

602 

i8s 

3,953 

Egypte (Egypt) ^ 


. . 


. . 

16 


16 

Estonia (Esthonu) 

24,421 

24,421 

— 

5,207 

674 

749 

8,512 

Etats-Unis (United States) 

420,397 

351,075 

69,322 


1,200 

798 

2 , 111,533 

Finlande (Finland) 

43,015 

41,333 

76,393 



97 

3,926 

12,04s 

Hongrie (Hungary) 

109,0831 

27,563 

4,264 

17,96s 

3,669 

88,191 

Inde (India) 

592 

72 

520 


13 

IS 

123 

Irlande (Ireland) 

10,215 

10,215 

•— 

1,890 

SIS 

212 

3,662 

Islande (Iceland) 

17,434 

8,444 

8,990 

558 

*111 

7,284 

Italic (Italy) 

137,655 

48,300 

89,35s 

— 

182 

Japon (Japan) 

Lettonie (Latvia) 

196,824 

6,896 

189,928 i 


671 


9,916 

33,580 

33,580 

— - 


3,981 

704 

9,717 

Lithuanie (Lithuania) 

37,456 

37,456 i 

— 




8,333 

1,069 

Luxembourg (Luxemburg) . 

3,704 

3,704 

— 


“ 8 

12 

Norv&ge (Norway) 

Nouvelle-Z^lande (New j 

22,909 

22,909 1 

— » 




9,46s 

Zealand) ! 

80, 609I 

2,855 

19,439 

, , 

7,289 

717 

26,084 

Palestine (Palestine) 

8,505 


8,505 




Pays-Bas (Netherlands) . . . 

121,3481 

110,567 i 



737 

2,413 

20,482 

Pologne (Poland) 

71,443^ 

9,375 i 

9,902 

1,129 

624 

529 

16,070 

Roumanie (Rumania) 

23,0471 

1,734 i 

18,327 

236 

428 

946 

15,790 

Sufede (Sweden) 

53,914 

33,148 1 

20,766 


1,519 

484 

8,8is 

Suisse (Switzerland) 

49,725 

37,599 I 

12,126 

1,502 

2,250 

2,644 

9,590 

Tanganyika (Tanganyika) . 
Tcheco-Slovaquie 

696 

15 

681 

•• 



44 

(Czecho-Slovakia) 

310,287 

66,198 

244,089 

— 

3,69s 

3,152 

108,884 

Tunisie (Tunis) 

Union Sud-Africaine 

1,612 

1,612 






(Union South Africa).. . . 

31,922 

16,114 

4,496 

27,426 


120 

120 

3,237 

17,840 

Yougoslavie (Yugoslavia).. 

6,732 

9,382 

213 

2,245 

1,983 

Total 

29,8351 

2,161,954 

1,501,529 

14,441 

61,981 

38,300 

2,888,271 


1 'Hiis total amount of trade is greater than the sum of the amounts in cols, aa and ab on account of the fact 
that some organisations have supplied the total amount of trade without analysing it into its elements. 
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Table H. Specialised Centiial Organisations 
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Trade 






. Country 

Total i 

1 

Of Which 

Own 

Produc- 

tion 

Share 
Capital 
Paid Up 

Reserves 

Total of 
Balance 
Sheets 


Supplies 

Sales 



1,000 Fr. 

1,000 Fr. 

1,000 Fr. 

1,000 Fr. 

1,000 Fr. 

1,000 Fr. 

1,000 Fr. 

Allemagne (Germany) 

S) 34 . 6 s 6 i 

14,425 

918,473 

1, 758 



34,31s 

Australie (Australia) 

28,si8 

1,604 

26,914 

2,842 

7,404 

4,472 

26,540 

Br6sil (Brazil) 

4 , 117 ^ 

I 


114 

71 

1,76s 

Bulgarie (Bulgaria) 

3 .S 74 


1,924 

1,036 

1,702 

3,404 

Canada (Canada) 

147 >304 
143 >965 

* 7,551 

139,753 

9,443 

‘ 14,734 

35,566 

94,862 

Danemark (Denmark) 

123,824 

19,541 

5,197 

3,322 

23,216 

56,453 

Egypte (Egypt). 

280 

155 

125 


! 357 

31 

900 

Estonie (Estnoma) 

2 S »740 

1,210,836 

977 

24,763 

8,390 

528 

63 

7,813 

Etats-Unis (United States) 

24,816 

1,186,020 

19,686 

1,405 

80,65s 

Finiande (Finland) 

81,581 

— 

81,581 

. . 

1 1,399 

4,521 

21,509 

France (France) 

1,612 

— 

1,612 

— 



Hongrie (Hungary) 

. . 

i6,2iS 

1 3,493 

1,666 

9,049 

Jamaique (Jamaica) 

1,165 

— 

1,16s 

. . 


794 

Japon (Japan) 

Lettonie (Latvia) i 

36,467 


36,467 


i 459 

222 

1,888 

27,737 

2,071 

25,666 

5, 660 

772 

401 

1 5,115 

Lithuanie (Lithuania) 1 

33,851 

— 

33,851 

1,330 

4,608 

6,117 

Luxembourg (Luxemburg) . 

5,250 

17,998 

42 

5,208 

12 

86 

264 

! 2,533 

Maroc (Morocco) 


17,998 


22 

42 

20,592 

Nigeria (Nigeria) 

645 

__ 

645 

. . 

, . 


6 

Norv^ge (Norway) 

Nouvelle-Z^Iande 

58,039 


58,039 


41 

*8sS 

3,978 

(New Zealand) 

8,528 

1,822 

6,706 

18,296 

14,907 

1,287 

37,868 

Palestine (Palestine) 

16,2231 


14,679 

— • 

2 

1,392 

2,270 

6,504 

Pologne (Poland) 

45,191 

99,858 

6,154 

39,037 

362 

507 

1,060 

Su^de (Sweden) 

Tch6co-Slovaquie 

2,381 

97,477 


296 

523 

7,887 

(Czecho-Slovakia) 

26,2481 

1,856 

9,945 

18,152 

1,993 

594 

8,395 

Turquie (Turkey) 

Union Sud-Africaine 

8,408 

119 

8,2^ 

504 

150 

300 

8,03a 

(Union South Africa).. . . 

75,924 

4,766 

71,158 


6,759 

24,834 

36,508 

Yougoslavie (Yugoslavia). . 

6 , 747 ^ 

6,545 


60 

313 

2,081 

Total 

3,049,8621 

1 192,564 

2,834,499 

85,916 

79,457 

109,408 

487,833 


1 See note i. Table G. 
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Table I. Agricultural Cooperative Banks^ 


Country 

Share 
Capital 
Paid Up 

Reserves 

Total of 
Balance 
Sheets 

Turnover 


I ^000 Fr, 

I ^000 Fr, 

ijOOO Fr, 

1,000 Fr. 

Allemagne (Germany) 

128,824 

14.834 

645.734 

66,966,400 

Bulgarie (Bulgaria) 

. . 

. . 

387.223 

, . 

Chypre ((Cyprus) 


. . 

333 


Danemark (Denmark) 

6,87a 

1.819 

57 , 7 M 

5,862,948 

Inde (India) 

9,720 

10,725 

161,580 

330,447 

Japon (Japan) 

27,047 

4.135 

219,003 

1,876,300 

Mexique (Mexico) 

35.360 

3.667 

162,293 

162,293 

Norv^ge (Norway) 

6,650 

281 

52,254 

3,781,760 

Nouvelle-Z 61 ande (New Zealand) 

6.573 

401 

21,832 


Pologne (Poland) 

17,986 

3,006 

307,746 

3,023,209 

Roumanie (Rumania) 

Union Sud-Africaine (Union South 

3.769 

10,815 

57.563 


Africa) 

236.555 

13.638 

433.949 

. , 

Yougoslavie (Yugoslavia) 

1.420 

7.089 

23,302 

S 3 , 9 H 

Total 

480,776 

70,410 

3.530,536 

82,057,281 


1 Cooperative banks belonging wholly or mainly to agricultural cooperative societies (for Central Funds of 
rural cooperative credit societies, see Table I bis). 
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Country 

Share 
Capital 
Paid Up 

Reserves 

Total of 
Balance 
Sheets 

Turnover 


ifioo Fr, 

I poo Fr, 

lyOOO Fr, 

I poo Fr, 

Alg^rie (Algeria) 



13 >437 


Allemagne (Germany) 

. . 


1,221,025 

73,462,646 

Belgique (Belgium) 

1 , 226 

277 

65.774 

1.390.179 

Bulgarie (Bulgaria) 

U574 

1,022 

75.094 

774 >730 

Ceylan (Ceylon) 


15 

1,023 i 


Danemark (Denmark) 

— 

583 

7.047 

* • 

Dantzig (Danzig) 

587 

252 

9,248 

415.633 

Estonie (Esthonia) 

819 

373 

9.837 

590.332 

Finlande (Finland) 

2,680 

2,876 

86,474 

1.703,542 

France (France) 

28,388 

37 » 459 


2,985,809 

Guadeloupe (Guadeloupe) 

103 

27 

281 


Hongrie (Hungary) 

-19^15 \ 

6,027 

209,012 

5.381,585 

Itaiie (Italy) 

43 

13 >759 i 

252,061 

1 , 668 

Japon (Japan) 

2,498 

899 1 

140,366 

538,835 

Lettonie (Latvia) 

420 

2,289 

2,749 

51,722 

Lithuanie (Lithuania) 

, . 

20 

12,028 

86.751 

Luxembourg (Luxemburg) 

I 

112 

2,851 

12,271 

Martinique (Martinique) 

302 

106 

i,6ii 

992 

Palestine (Palestine) 

378 

61 

4,449 


Pays-Bas (Netherlands) 

142 

7.583 

396,415 

784,064 

Pologne (Poland) 

170 

212 

4.803 

27,508 

Roumanie (Rumania) . 

— 

7 

125 

. . 

SuMe (Sweden) 



70,095 

. . 

Suisse (Switzerland) 

1,895 

737 

45.147 

52,737 

Tch^co-Slovaquie (Czecho-Slovakia).. . . 

2,917 

I3>i87 

I 528,128 

4.697,437 

Tunisie (Tunis) 

1 353 

176 

23,610 

92,258 

Yougoslavie (Yugoslavia) 

759 

937 

54 >537 

33.348 

Total 

64,117 

88,788 

3.699.417 

92,041,413 


1 The few Central Funds which wholly or partly group urban cooperative credit societies have also been 
classified in this table. 





35^ INTRODUCTION TO THE COOPERATIVE MOVEMENT 


Table J. Central Funds of Cooperative or Mutual Insurance Societies^ 


Country and Risks Insured 

I 

Amount 

Insured^ 

a 

Premiums 

Rec'd. 

3 

Claims 

Paid 

4 

Total of 
Balance 
Sheet 

5 

Alg^rie (Algeria) 

55L59I 

2,691 

818 

3,388 

b) Accidents 


. . 

. . 


c) Fire 


« ft 

• ft 


d) Livestock 


• * 



e) Hail ; 

•• 

- 

*• 

.. 

Allemagne (Germany) 

1, 393/313 

34,161 

14,625 

61 , 504 

a) Life 

196,641 

10,706 

2,434 

. . 

c) Fire... 


2,813 

S73 

« • 

d) Livestock 

1,1^6,672 

14,635 

8,711 

ft ft 

f) Sundry risks 

•• 

5,917 

2,607 

•• 

Australia (Australia) 

59 » 410 

5»40i 

1,772 

20,643 

a) Life 

59^10 

1 , 9 ^ 

45S 

, , 

f) Other risks 

•• 

3,4^4 

^, 3 H 

•• 

Belgique (Belgium) 

32,420 

4,150 

1,867 

15,520 

a) Life 

29,355 

J ^,439 

306 


b) Accidents 


2,683 

^,555 

. • 

e) Hail 

3,065 

28 

6 

•• 

Bulgaria (Bulgaria) 

286,748 

3,388 

503 

25,836 

a) Life 

60, 8^6 

2,914 

402 

. . 

c) Fire 

215,980 

453 

100 

, , 

f) Other risks 

9,872 

21 

1 

1 

Canada (Canada) 

861,139 

1,726 

.. 

6,413 

c) Fire 

827,468 

, , 

, , 

j 

e) Had 

33,671 

1,726 

.. 

•• 

Danemark (Denmark) 

131,369 

8,448 

5,094 

57*954 

a) Life 

127,^26 

5,746 

! 2,989 


b) Accidents 


2,667 

2,081 


f) Other risks 

3^443 

35 

I 24 

•• 

Estonie (Esthonia) 

191.025 

550 

\ 283 

398 

c) Fire 

1 ^ 9,347 

5/d 

272 

. • 

f) Other risks 

1,678 

34 

1 // 

.. 

Etats-Unis (United States) 

312,519 

1*714 

974 

3,563 

a) Life 

46,212 

1,439 

796 

. . 

c) Fire 

266,307 

275 

178 

.. 

Finlande (Finland) 

287,871 

612 

274 

3,360 

a) Life 

1,258 

89 


. . 

b) Accidents 

1,988 

24 

8 


c) Fire 

283,075 

473 ^ 

231 

. . 

d) Livestock 

^.550 

26 

18 

.. 

France (France) 

1,212,778 

10,004 

5*957 

io,8r8 

b) Accidents 

89,878 

3 , 7^6 

2,020 

. . 

c) Fire 

1,057,040 

2,321 

93S 

. . 

d) Livestock 


170 

166 

. . 

e) Had 

13,728 

35S 

129 

. . 

f) Sundry risks 

52,132 

3,369 

1 

2,704 

. . 
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Table J. Central Funds of Cooperative or Mutual Insurance Societies^ 

{Continued) 


■ 

Country and Risks Insured 

I 

Amount 

Insured* 

2 

Premiums 

Rec'd. 

3 

Claims 

Paid 

4 

Total of 
Balance 
Sheet 

5 

Grande-Bretagne (Great Britain) .... 





c) Fishing vessels 

•• 

12 

8 


Hongrie (Hungary) 

77,304 

8,909 

3,037 


a) Life 

77.304 

3,661 

865 

. . 

c) Fire 


3.^31 

1.137 

■ . 

d) Livestock 

, . 

141 

79 

. * 

e) Hail 

, . 

1,186 

620 

. . 

f) Other risks 

•• 

790 

336 

.. 

Inde (India) 

9,24a 

969 

81 

1,070 

a) Life 

9.242 

969 

81 

.. 

Italic (Italy) 

121,609 

269 


485 

b) Accidents 

67,152 

122 



c) Fire 

30.541 

24 



d) Livestock 


57 


. . 

e) Hail 

« « 



* * 

f) Sundry risks 

23,916 

66 


•• 

Lettonie (Latvia) 

^^^.737 

564 

201 

* * 

c) Fire 

201,407 

497 

193 

. • 

f) Other risks 

40.330 

67 

8 

•• 

Lithuanic (Lithuania) 

18,834 

156 

no 

148 

f) Sundry risks 

18,834 

156 

110 


Luxembourg (Luxemburg) 

1,203 

2 

2 

10 

d) Livestock 

X.203 

2 

2 


Palestine (Palestine) 

\ 35,321 

859 

280 

102 

a) Life 

11.5^2 

499 


. . 

b) Accidents 

X.740 

12 

8 

. . 

c) Fire 

16,132 

106 

30 

. . 

d) Livestock 

\ 5.^^7 

242 

227 

•• 

Pays-Bas (Netherlands) 

192,884 

5,629 

1,681 

46,016 

a) Life 

144.3^9 

4.091 

1,228 

. . 

b) Accidents 

4 ^. 5^5 

1.538 

453 

”• 

Roumanie (Rumania) 

74,319 


126 

548 

a) Life 

750 

86 

23 

. . 

c) Fire 

66,784 

204 

96 

. . 

f) Sundry risks 

6.785 

34 

7 

.. 

Yougoslavie. 

1,015 

10 

10 

190 

d) Livestock 

1.015 

10 

10 

190 

Total 

6,093.651 

90.548 

37,703 

^59,756 


1 This table relates particularly to Central Funds of amcultural cooperative or mutual insurance societies 
with the exception, however, of certain organisations which could not be classified in any of the preceding 
tables. 

* Amount insured or re-insured. 
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